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Bulletin Supplement
January 10, 1934
The board of examiners has given consideration to applications for admission to the 
American Institute of Accountants and recommends the election of 11 applicants for ad­
mission as members who have passed oral examinations. Credit for having passed ex­
aminations acceptable to the Institute was accorded 8 applicants for admission as members 
and 6 applicants for admission as associates. Eight applicants for admission as members 
and 1 as an associate passed the Institute’s examinations for C. P. A. certificates in cooperat­
ing states. The board recommends the advancement of 2 associates to membership.
Following are the names of those recommended for election:
For advancement to membership:
Elliott D. Adams, Knoxville 
William L. Elkins, Richmond
To Members and Associates of the
American Institute of Accountants:
For admission as members:
Joseph C. Myer, New York 
Louis Perlysky, Hartford 
W ard B. Reynolds, New York 
Hugh M. Rush, Tulsa 
Louis Samels, Chicago 
E. A. Schoeneberg, Madison 
Arthur C. Smith, St. Louis 
Harvey C. Stafford, New York 
William E. Stevens, Lenoir, N . C. 
James C. M. White, Pittsburgh 
Douglas N . Wilson, Great Falls 
William R. Winn, Williamsport, Pa. 
Ralph A. Young, Hartford
Eugene E. Behnken, Savannah 
Richard S. Chamberlain, Boston 
Eric K. Ernest, New York 
Thomas C. Ferris, Great Falls 
Hugh D. Galusha, Helena 
Anton Gerharz, Billings 
Raymond H. Giesecke, Chicago 
August G. Heitman, Chicago 
Fillmore Horwich, Chicago 
David F. Houlihan, New York 
William Leslie, New York 
Bernis J. Meltzer, Cedar Rapids 
W . A. Mogensen, Chicago 
Robert J. Murphey, Chicago
George S. Cremer, New York 
Fred W . Grunwald, Milwaukee 
James McBean, Jr., New York 
George E. Simonds, Chicago
For admission as associates:
A. M. Sorensen, Chicago 
Hyman H. Steinberg, New York 
William E. Wilkenloh, New York
The council is now voting on these applicants by mail ballot.
The applicants will not become members (or associates) until declared elected by the 
president. If protest is to be made against the election of any applicants on the list, it 
should reach the offices of the Institute before January 25, 1934.
JOHN L. CAREY, Secretary.
AMERICAN INSTITUTE OF ACCOUNTANTS
Cooperation with Stock Exchanges
The Institute’s special committee on co­
operation with stock exchanges, on December 
21st, addressed to the New York stock ex­
change, a communication suggesting, among 
other things, a form of accountants’ report. 
The communication follows:
The copy of the communication addressed by your 
committee to the governing committee of the stock 
exchange under date of October 24, 1933, regarding 
audits, which was sent to the president of the Ameri­
can Institute of Accountants, has been referred to this 
committee. W e welcome the suggestion that the 
matters therein dealt with should be brought to the 
attention of listed companies and organized bodies 
of accountants and accounting officers, and shall be 
glad to cooperate with the exchange in the manner 
contemplated.
W e are glad to note that the replies received to 
the letter of the president of the exchange dated 
January 31, 1933, indicate general acceptance of the 
principles set forth in the communication of this 
committee to the exchange dated September 22, 1932, 
and we propose to recommend to the Institute that 
these rules, and such acceptance, should be brought 
to the attention of all members of the Institute.
W e have noted with interest the views expressed 
by the committee on stock list with regard to the 
problem of safeguarding the transactions of cor­
porations. W hile agreeing with your committee that 
in the case of large companies the safeguarding of 
transactions is primarily a matter of internal or­
ganization, we should like to make it clear that we 
fully appreciate the value of the detailed audit in 
appropriate cases. Where the internal check and 
control are necessarily limited or severely restricted, 
the detailed audit serves a most useful purpose, 
though no audit should be regarded as taking the 
place of sound measures of internal check and con­
trol, except in cases where the organization is so 
small as to make adequate internal check im­
practicable.
We believe that accountants, in cases where they 
do not make a detailed audit, now regard it as a 
part of their duty to inquire into the system of in­
ternal check—indeed, this duty is expressly recog­
nized in the pamphlet Verification of Financial 
Statements as revised by the American Institute of 
Accountants in 1929, the first sentence of the general 
instructions contained in that pamphlet reading in 
part:
"The scope of the work indicated in these in­
structions includes . . .  an examination of the 
accounting system for the purpose of ascertain­
ing the effectiveness of the internal check.”
We would, however, point out that it is always a 
matter of judgment on the part of corporate manage­
ment to weigh the risks against which safeguards 
are desirable in comparison with the cost of pro­
viding safeguards. The whole matter lies in the 
field of discretion, and if in any case a defalcation 
should occur and escape detection, the accountants 
can not be expected to accept any financial responsi­
bility, but only to accept such blame as may attach 
to a possible error of judgment on their part with 
respect to their review of the methods and extent of 
the internal check and control. The effect on the 
reputation of a public accountant, arising from such 
an error of judgment, is serious and quite sufficient 
to ensure care on his part.
W e agree with your committee in the view that 
auditors can not properly disclaim all responsibility 
for the correctness of the classification of an income 
or profit-and-loss account merely because they are 
not in a position to assume full responsibility there­
for. Your suggestion that auditors should "accept 
the burden of seeing that the income received and 
the expenditures made are properly classified in so 
far as the facts are known to them or are ascertain­
able by reasonable inquiry” seems to us a reasonable 
one and we believe it is calculated to afford investors 
in the great majority of cases the protection which 
your committee desires. Our only further comment 
on this portion of the communication is, that where 
the facts are clearly disclosed on the face of the 
statement it may not be necessary for the account­
ants to embody a qualification in their report.
W e agree that the problem of reflecting the oper­
ations of subsidiary and controlled companies is one 
of real difficulty. Experience here and abroad con­
firms the view that there is no single satisfactory 
solution. W e believe, however, that if corporate 
managements and accounting officers approach the 
question with an honest desire to make the statements 
as fair and informative as possible, a solution ap­
propriate to each individual case will always be 
found, and we propose to ask the Institute to bring 
the point to the attention of all its members and urge 
their fullest cooperation to this end.
W e shall be very glad to join in any cooperative 
effort to develop a form of accountants’ reports 
which will be more valuable to investors. W e agree
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that such reports should be so framed as to con­
stitute answers to the three questions contained in 
President Whitney’s letter of January 31, 1933, men­
tioned by you; viz.:
"Whether in their” (i.e., the auditors’) 
"opinion the form of the balance-sheet and of the 
income, or profit-and-loss, account is such as fairly 
to present the financial position and the results of 
operation."
“Whether the accounts are in their opinion 
fairly determined on the basis of consistent ap­
plication of the system of accounting regularly 
employed by the company.”
“Whether such system in their opinion con­
forms to accepted accounting practices, and par­
ticularly whether it is in any respect inconsistent 
with any of the principles set forth in the state­
ment attached hereto.”
W e think it desirable, also, as suggested in our re­
port of September 22, 1932, to emphasize the fact 
that accounts, and consequently any statements or 
reports based thereon, are necessarily in large meas­
ure expressions of opinion. To this end, we think 
it desirable that the document signed by the account­
ants should be in the form of a report, as in Eng­
land, rather than a certificate, and that the words 
“in our (my) opinion” should always be embodied 
therein. It is impracticable to indicate in a standard 
form of report exactly the procedure followed, since 
it will vary in different cases, and it will be desir­
able to use language which may understate what has 
been done rather than to incur the risk of the ex­
tent of the examination being exaggerated by the 
reader.
 W ith these considerations in mind, we have 
drafted as a basis for discussion a form of report, a 
copy of which, with some explanatory notes, is at­
tached hereto, and we should be glad to have an 
expression of opinion thereupon from your com­
mittee or others interested. As indicated in the first 
note, it would be our view that before issuing such 
a report as we have drafted the accountant should 
have at least made an examination of the character 
outlined in the bulletin, Verification of Financial 
Statements as interpreted in the communication of 
your committee to the governing committee of the 
exchange dated October 24, 1933.
W ith renewed assurance of our willingness to co­
operate, and awaiting your advice as to the way in 
which you think such cooperation can best be ex­
tended, we are
Yours very truly,
G e o r g e  O. M a y , Chairman 
A r c h ib a l d  B o w m a n  
A r t h u r  H .  C a r t e r  
C h a r l e s  B . C o u c h m a n  
Sa m u e l  D. L e id e s d o r f  
W a l t e r  A . St a u b
The suggested form of accountants’ report 
follows:
To the XYZ Company:
W e have made an examination of the balance- 
sheet of the XYZ Company as at December 31,
1933, and of the statement of income and surplus 
for the year 1933. In connection therewith, we ex­
amined or tested accounting records of the company 
and other supporting evidence, and made a general 
review of the accounting methods and of the operat­
ing and income accounts for the year, but we did 
not make a detailed audit of the transactions.
In our opinion, based upon such examination and 
upon explanations furnished to us, the accompanying 
balance-sheet and related statement of income and 
surplus fairly present, in accordance with accepted 
principles of accounting consistently followed by the 
company, its position at December 31, 1933, and the 
results of its operations for the year.
N o t e s
1 . It is contemplated that before signing a report 
of the type suggested, the accountant should have 
at least made an examination of the character 
outlined in the bulletin, Verification of Financial 
Statements as interpreted in the communication 
of the committee on stock list to the governing 
committee dated October 24, 1933.
2. The report should be addressed to the directors 
of the company or to the stockholders if the ap­
pointment is made by them.
3. The statement of what has been examined would, 
of course, conform to the titles of the accounts 
or statements reported upon.
4. In the second sentence, any special forms of con­
firmation could be mentioned; e.g., "including 
confirmation of cash and securities by inspection 
or certificates from depositaries.”
5. The clause, "based upon such examination and 
upon explanations furnished to us” could be 
omitted if desired.
6. It is contemplated that the form of report would 
be modified when and as necessary to embody any 
qualifications, reservations, or supplementary ex­
planations.
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Memorandum on Accounting for 
Foreign Exchange Gains
After consideration of accounting problems 
related to the decline of the dollar on foreign 
markets during recent months, the Institute’s 
special committee on accounting procedure has 
prepared a supplement to its memorandum of 
December, 1931, dealing with foreign- 
exchange fluctuations in accounts.
The problem presented at that time was to 
account properly for foreign-exchange losses 
due to the decline of foreign monies in rela­
tion to the dollar. The present difficulty cen­
ters about the treatment of profit-on-exchange 
items which may be of a purely transitory na­
ture because of the unstable condition of the 
international money market.
The report here submitted has not been con­
sidered by the council nor by the executive com­
mittee and therefore has not the official en­
dorsement of the Institute. Its recommenda­
tions, representing the personal opinion of the 
members of the special committee, are offered 
in the hope that they may be helpful in the 
preparation of year-end statements for cor­
porations with subsidiaries abroad.
The text of the report is as follows:
In view of the exceptional conditions affecting 
foreign exchange transactions at the present time, 
the special committee on accounting procedure con­
siders it opportune to submit the following notes 
supplementing the memorandum on foreign exchange 
prepared in December, 1931:
The general principles of accounting applicable 
to the foreign exchange situations, as set forth in 
the original memorandum, have naturally not been 
changed. It is correct practice to show the value 
of net current assets at the rate of exchange prevail­
ing at the date of the balance-sheet, but certain 
points must be kept in mind.
The application of these principles will at the 
present time generally result in an increase in the 
net worth of a corporation as stated in dollars, but 
it will be impossible, in the case of many corpo­
rations carrying on business abroad, to convert all 
the assets expressed in currency into physical dol­
lars, due, in part, at least, to the impracticability of 
turning net current assets situated abroad into cash.
Atttention is called to the fact that, particularly 
where manufacturing or trading branches (as dis­
tinguished from branches engaged entirely in selling)
are. maintained in foreign countries, there must al­
ways remain in such countries net current assets 
which cannot be converted into dollars at reason­
ably short notice.
Bearing this in mind, it is desirable to recom­
mend strongly to clients that, during such a period 
as the present, when rates seem liable to a consider­
able future fluctuation, either upward or downward, 
any apparent increase in the net worth arising from 
the classes of assets referred to in the preceding para­
graph should be carried to a suspense account until 
exchange has become more stabilized or it is reason­
ably safe to assume that future fluctuations of ex­
change will tend permanently to increase the net 
book worth in dollars of the concern under review.
Furthermore, when dealing with such assets, other 
basic principles should not be violated. Of course, 
inventories should be valued at cost or market, 
whichever was lower, and the cost of such inven­
tories, as affected by exchange variations should be 
borne carefully in mind; when the goods in ques­
tion are manufactured abroad and it becomes neces­
sary to express the cost in dollars, unless the period 
of manufacturing and the basis of costing are care­
fully considered from every angle, including the cor­
rect relative rate of exchange, errors of principle may 
easily occur.
In times like the present, "blocked” cash, not 
available for the company’s normal operations in 
the country where it is blocked, should also be con­
sidered carefully. It would appear desirable to take 
such monies out of current assets and not to take in­
to profit-on-exchange the apparent gain that might 
arise from converting the nominal quotation into 
dollars, even though the client has taken into earn­
ings exchange "gain” on other assets.
It should also be noted that where there are losses 
through the conversion of net liabilities existing in a 
foreign country, such losses should be provided for 
out of operations.
Since at the time of the fall of many foreign cur­
rencies in 1931 it was fair and proper in the case 
of American companies adversely affected, to state 
as a special item of loss the loss occasioned by 
countries abandoning the gold standard,  conversely, 
at this time it is important to insist that any items 
which may properly be carried into the income ac­
count should be shown separately in that statement, 
so far as such gain is in excess of normal exchange 
earnings. This paragraph is not intended in any 
way to weaken the recommendation of the commit­
tee made earlier in this memorandum to the effect
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that clients should be advised to retain in "suspense 
account” profits that are merely book increases.
It is realized that where there is a steady tendency 
of decline, as has been the case during the past year 
in the dollar exchange rates, it is not practicable to 
state exactly the gain occasioned by these fluctuations, 
as was possible with regard to exchange losses in 
many cases in 1931. Each case will necessarily be 
considered individually, and the best available 
methods to determine a reasonable estimate for the 
special gain accruing to the company should be 
utilized.
Special committee on accounting procedure 
J. H. St a g g , Chairman 
W m . H .  B e l l  
H . B . F e r n a l d  
P . W .  R . G l o v e r  
V iv ia n  H a r c o u r t
December 27, 1933.
This memorandum should be considered in 
conjunction with the 1931 report, which is re­
printed here for the convenience of members: 
"The meetings of the special committee on account­
ing procedure held during the month of November 
have been devoted to the consideration of the ques­
tion of foreign exchange. The committee realizes 
that there is considerable discussion in financial 
circles as to the correct method of stating in forth­
coming accounts of American corporations the con­
solidated results of their business conducted in for­
eign currency, having regard to the numerous and 
severe fluctuations in foreign exchange that have 
occurred during the year. It believes that members 
of the American Institute of Accountants might find 
it helpful to have the underlying principles affecting 
such accounts restated briefly as an aid in answering 
inquiries which undoubtedly will be made to them on 
this question.
B a l a n c e -s h e e t  
"Fixed assets should be converted into dollars at 
the rates prevailing when such assets were acquired 
or constructed. Where large units are purchased for 
American dollars the American dollar cost will, of 
course, be used. If, however, the purchase is made 
in some foreign currency then the cost of the fixed 
assets should be the equivalent of the amount of for­
eign currency* in American dollars, at the rates of 
exchange prevailing at the time payment is made. In 
consolidated accounts, the depreciation charged on 
fixed assets should be kept strictly on the American 
dollar cost, even though for purposes of local taxa­
tion it may be impossible to show the full currency 
equivalent on the foreign statements.
"An example of this would be where a plant had 
been erected in France at the cost of Frs. 1,000,000 
when such Frs. 1,000,000 was equivalent to $200,-
000.00. Assuming an average rate of 6 per cent, 
depreciation of $12,000 should be provided for in 
the consolidated accounts (both balance-sheet and in­
come account), even though there could be taken up 
on the French records only Frs. 60,000, or the equiva­
lent, at the present rate of exchange, or $2,400.
"Cash, accounts receivable and other miscellaneous 
current assets should be converted at the rate of ex­
change prevailing on the date of the balance-sheet, 
unless protected by forward exchange contracts.
"Inventory should follow the standard rule of 
market or cost, whichever is lower in dollars. Where 
accounts are to be stated in which the question of 
foreign exchange enters and the inventory is not 
treated as an ordinary current asset and converted 
at the rate of exchange prevailing on the date of the 
balance-sheet, the burden of proof should be on the 
client.
"There are, however, undoubtedly many cases 
where the cost or a portion of the cost of an article 
was incurred when the foreign currency was at a sub­
stantially higher rate of exchange than existed on 
the closing day of the financial period. In many 
cases such an asset could not be replaced for the 
amount in currency at which it appeared in the 
records of the local branch or subsidiary company. 
In some cases the market price in currency would 
undoubtedly have been increased since the fall in ex­
change, and it would be inequitable to treat 'the 
lower of market or cost’ as a mere conversion at the 
closing rate of the currency cost price, where the 
article could now be replaced only at a much higher 
amount in currency. Where the market price obtain­
able in dollars, after deducting a reasonable per­
centage to cover selling and other local expenses, ex­
ceeds the cost price of the article in dollars at the 
rate prevailing as of the date of purchase, such origi­
nal dollar equivalent may be considered as the cost 
price for purposes of inventory.
"Current liabilities payable in foreign currency 
should be converted into dollars at the rate of ex­
change in force on the date of the balance-sheet. 
 "Long-term liabilities should not be converted at 
the closing rate, but at the rate of exchange pre­
v a il in g  when the liability was actually contracted.
*T h ro u g h o u t th is  m em o ra n d u m  cu rren cy  is u sed  in  
th e  sense  of loca l cu rre n c y  as  opposed to  d o lla r  a sse ts  
o r co m m itm en ts .
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This is a general rule, but exceptions might exist in 
particular cases: for example, where there are assets 
receivable over a term of years, which are converted 
at the current rate, particularly where such assets 
could be applied to the retirement of such liabilities.
"As a case in point, assume a corporation had a 
series of bonds to be retired in ten equal annual pay­
ments in currency and corresponding receipts from 
assets sold on the deferred-payment system, falling 
due at or about the same time as the payments due 
to the bondholders, then such offsetting items might 
reasonably be carried at the same rate of exchange.
P r o f it -a n d -loss  St a t e m e n t
"A loss arising through a fall in foreign exchange 
is a risk incidental to foreign business, and should 
be a charge to operating accounts and not a charge 
to surplus; however, in such a year as the present, 
the item will be a substantial one in many cases and 
may be stated separately in the published accounts of 
a business, if so desired. All businesses engaged in 
foreign trade have what may be considered normal 
exchange differences which would properly be in­
cluded under the ordinary captions. It is probably 
impossible to formulate an absolute general rule to 
cover the determination of the amount of special loss 
on foreign exchange during such financial periods 
as are now closing.
"Where a loss could be considered as occurring to 
a large extent within two or three days through the 
country in which business is being conducted sus­
pending or abandoning the gold standard, a fair 
measure of the loss might be taken by calculating the 
fall in the dollar equivalent on the net current assets 
carried in such depreciated currency, as outlined 
above. In other cases, the special loss may fairly 
be determined by a similar calculation at the end of 
the fiscal period, but in this case an adjustment may 
be desirable if remittances from currency to dollars 
have been markedly below or in excess of the normal 
operations subsequent to such fall in exchange.
"Where a definite loss could not be established, a 
figure based on the average expense which has been 
incurred through exchange during recent periods 
might be considered as a fair charge to usual or 
normal operations, and the remainder of the loss on 
exchange for the entire financial period treated as the 
special loss.
"In cases of foreign branches or subsidiaries, cor­
porations conducting their business in foreign cur­
rencies, (buying, selling and manufacturing) operat­
ing statements should be converted preferably on the
average rate of exchange applicable to each month, 
where there have been wide fluctuations in exchange 
or if this will involve too much labor on a care­
fully weighted average.
"It will be appreciated that the foregoing is noth­
ing more than a brief resume of the generally ac­
cepted principles pertaining to the treatment of for­
eign exchange as applied to the statements of ac­
counts of American corporations. In practice it will 
be found that absolute definite information will, in 
some cases, be missing, in which case considerable 
care should be used to determine a reasonable aver­
age to be applied.
"On the treatment of foreign exchange in accounts 
many admirable volumes have been published, but 
an excellent brief resume was noted by the committee 
in the paper read by Mr. Cecil S. Ashdown at the 
annual meeting of the Institute held in Chicago, Sep­
tember, 1922, and published the following month on 
page 262, volume X XXIV of The Journal of Ac­
countancy.”
Special committee on accounting procedure:
J. H . Sta g g , Chairman 
W il l ia m  H .  B e l l  
P. W . R. G l o v e r  
V iv ia n  H a r c o u r t  
W a l t e r  A. St a u b
Results o f Examinations
About 14 per cent. of the candidates passed 
the American Institute of Accountants exami­
nations at the November, 1933, sessions; 18 
per cent. were conditioned in one subject and 
68 per cent. failed. About 750 candidates 
sat in the 31 states and territories which co­
operated in the examinations.
The next written examinations will be held 
on May 17 and 18, 1934.
Washington Bill Tabled
An accountancy bill, designated as H. B. 23, 
was introduced in a special session of the legis­
lature of the state of Washington, but was 
tabled in committee. The bill provided for 
the designation "licensed public accountant” 
which would have been granted to anyone of 
good moral character, over the age of 21, hav­
ing had three years’ practice as a public ac­
countant. There was no provision for exami­
nation or educational requirements. The bill 
was opposed by the Washington Society of 
Certified Public Accountants.
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Brief on Proposed Federal Tax 
Legislation
The Institute’s committee on federal legisla­
tion has filed the following brief with the com­
mittee on ways and means of the house of rep­
resentatives, commenting on certain sections of 
the recent report of the sub-committee on tax 
revision relating to proposed new federal tax 
legislation:
The committee on federal legislation of the 
American Institute of Accountants, a national or­
ganization of professional accountants throughout 
the country, makes the following presentation to 
your committee with respect to certain features of 
the preliminary report of your sub-committee in re­
spect to proposed new federal tax legislation.
Certain matters of which we speak hereafter are 
technical accounting matters, while others we speak 
of from the standpoint of our practice as public ac­
countants covering a wide view of the actual work­
ing or income tax laws as they affect business and 
are reflected in the tax returns submitted.
W e urge for your consideration the following:
1. Consolidated returns
The report proposes to eliminate the privilege of 
filing consolidated returns. W e believe that this 
proposal is unwarranted and should not be imposed.
A brief was filed by the American Institute of 
Accountants committee on federal legislation at the 
time the committee on finance of the senate of the 
United States was considering the revenue bill of
1932, H. R. 10236, which brief stated in part that 
the American Institute of Accountants had consistent­
ly urged the system of consolidated returns as best 
adapted fairly and equitably to reflect true net in­
come. Long before the matter was raised for in­
come tax legislation, accountants had adopted the 
practice of consolidated statements. In 1917 the 
Institute urged the adoption of consolidated income 
returns. In 1928, when it was proposed to eliminate 
them, the Institute joined with others in urging their 
continuance. W e believed then and we still believe 
that consolidated returns are proper and should be 
encouraged rather than discouraged as they are in 
accord with sound business principles and good ac­
counting practices.
If separate corporate accounts are filed for each 
member of an affiliated group, it may be found that 
by accident or design profits or losses for separate 
corporations will be shown on inter-company trans­
actions which represent no true income or loss to
the affiliated group. There is no more profit to a 
group from the passage of goods from one corpo­
ration to another, than there is by the transaction of 
one branch with another of the same corporation. 
To show the true facts as to the group as a whole 
and to minimize the opportunity of evasion and con­
cealment, the consolidated statement was adopted 
and has general recognition amongst accountants, 
lawyers, business men and stockholders.
Consolidated federal-income-tax returns have now 
been in effect for well over sixteen years and diffi­
culty, uncertainty and confusion will result if they 
are now to be discontinued. As many corporations 
have never submitted anything other than consoli­
dated federal-income-tax returns, it is conceivable 
that separate returns will call for practically a new 
basis, resulting in disputes and litigation with con­
sequent delay and uncertainty, which it would seem 
desirable to avoid at the present time.
If consolidated returns are eliminated, it will be 
to the interest of consolidated groups to equalize the 
income of their respective separate members, and the 
statistics of the results shown by consolidated returns 
of the past will not be reliable as a basis for the 
calculation of the revenue which may be anticipated 
from separate returns.
Finally, we would state that the principle of con­
solidated statements is in general use in business 
and is not a device to give affiliated groups some tax 
advantage, and we urge that the principle of con­
solidated returns be continued.
2. Credit for foreign taxes
Your sub-committee proposes to eliminate entirely 
the foreign tax credit granted by the present revenue 
act. Your committee points out that by the allow­
ance of such a credit domestic corporations engaged 
in foreign business receive a credit which entirely 
domestic concerns do not receive on account of state 
income taxes. It is possible a credit should be given 
instead of a deduction for state income taxes but it 
is believed that the granting of the credit for foreign 
income taxes, recognizing as it does the principle 
of avoidance of international double taxation, was 
a step in the right direction and was intended to 
work justice.
The imposition of an income-tax of 13¾ per cent., 
plus the income taxes imposed by the foreign coun­
try, would obviously have a serious effect on the 
ability of American industry doing business abroad 
to compete with foreign corporations. There are 
ready means of avoiding double taxation by means 
of incorporation in foreign countrices or, in the
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case of domestic corporations becoming foreign cor­
porations, and an increase in revenue by the elimi­
nation of the credit for the foreign taxes would quite 
likely not amount to the sum which it has been esti­
mated such elimination might produce.
3. Depreciation and depletion 
The recommendation of your sub-committee under 
this heading is a 25 per cent. reduction in depreci­
ation and depletion deduction for the three years
1934, 1935 and 1936.
It will no doubt have been called to your attention 
that the present revenue act provides that the allow­
ance to be made for depreciation and depletion shall 
be "a reasonable allowance” and if the allowances 
which are taken by the taxpayers are not reasonable 
then the remedy is in the hands of the department 
without any additional legislation.
Where the allowances taken by the taxpayers are 
reasonable, it is obviously inequitable and unjust 
to arbitrarily reduce the deductions as proposed by 
your sub-committee, as, while depreciation and de­
pletion are not a cash outlay of the year, i t  is a 
well recognized principle that setting aside reason­
able depreciation is the most conservative method 
of providing for the replacement of plant and prop­
erty investments. Taxing profits arrived at without 
provision for reasonable depreciation, transgresses 
good accounting principles and must obviously re­
sult in a taxation of capital and not of income.
The rates generally allowed for depreciation were 
the subject of a study by the bureau of internal 
revenue contained in a preliminary report issued in 
January, 1931. In the discussion of this subject 
the department said in part:
"It is elemental that in determining the true 
net income derived from the operation of a trade 
or business, all operating costs or expenses must 
be deducted. The consumption of capital repre­
sented by depreciation is an operating cost or ex­
pense and must be recognized the same as other 
operating costs or expenses.”
With this statement we are in entire agreement. It 
is our opinion that to disallow 25 per cent. of the 
depreciation of a manufacturer would be as unjust 
as it would be to arbitrarily disallow 25 per cent. 
of the selling expenses of a merchant.
A 25 per cent. disallowance of all depreciation will 
obviously result in inequity, in that certain depre­
ciation may be spread over a period of twenty years 
and the disallowance in the first case would amount 
to 18.75 per cent. whereas in the second case it would 
only amount to 3.75 per cent.
General
There are certain other recommendations of your 
sub-committee which we are not attempting to dis­
cuss at this time but we would like to go on record 
that, before giving effect to any change in regard to 
capital gains and losses, exchanges and reorgan­
izations and partnership losses, a more complete in­
vestigation of the whole of the tax problems should 
be made with a view to arriving at more scientific 
conclusions than those which are exemplified in our 
present revenue acts, affected as they are by their 
many amendments brought about by expediency.
Members of the Institute’s committee on 
federal legislation are N. L. McLaren, chair­
man, George Cochrane and Leon E. Williams.
Cooperation with Bankers
Calling attention to the efforts of the na­
tional administration to encourage greater util­
ization of bank credit, the American Institute 
of Accountants and the Robert Morris Associ­
ates have issued letters to their members stress­
ing the importance of adequate financial state­
ments and audit reports as a basis for the ex­
tension of credit for the coming year’s 
operations.
The letters were signed, for the Institute, by 
Charles B. Couchman, chairman of the special 
committee on cooperation with bankers, and 
for the Robert Morris Associates by Philip F. 
Gray, chairman of the committee on coopera­
tion with public accountants. Copies of both 
were sent under date of December 20, 1933, 
to the entire membership of both organizations.
The letter addressed to members of the Insti­
tute was as follows:
At the present time, when the national admin­
istration is bending all efforts to obtain greater 
utilization of bank credit, it is of particular im­
portance that all obstacles to the free granting of 
legitimate and justifiable short-term credit be re­
moved. To this end, the bankers, in discussions 
with us, have emphasized the following points which 
both believe will be of aid in accomplishing the de­
sired results:
1 . Grantors of bank credit desire to be fur­
nished with audit reports containing balance-sheet, 
statement of operation, and surplus analysis with an 
expression of the accountant’s opinions thereon, to­
gether with supporting schedules and significant 
comments on matters of interest to creditors. The 
bankers assure us that for any client who objects to 
leaving such confidential information in the files of
9
Bulletin of American Institute of Accountants
the bank, satisfactory arrangements can be made to 
see that it does not get into the hands of competitors 
or other outside interests. The bankers feel that the 
federal reserve board bulletin entitled Verification of 
Financial Statements is the best available outline of 
scope of an audit for credit purposes.
2. Balance-sheets submitted by accountants should 
 be presented in reasonable detail rather than in con­
densed form. In the bankers’ experience condensed 
statements have at times had the effect of concealing 
items which would be of significance to credit 
grantors. The accountants, therefore, should exercise 
special care in approving a condensed balance-sheet 
for publication.
3. The bankers desire that the accountants shall 
increase the scope of their investigation with regard 
to inventories that may appear on balance-sheets 
which are to be used for credit purposes and sug­
gest that the accountants be more aggressive in urg­
ing clients to authorize and pay for increased work 
in this respect. The bankers further indicate that 
they are willing to support the accountants by urg­
ing their credit seekers to authorize such additional 
work with regard to the inventory as the account­
ants deem necessary in order that the banker may ob­
tain the full value of the accountants’ opinion with 
regard to this important element of the balance- 
sheet. They recognize that physical appraisal does 
not come within the scope of the profession of ac­
countancy, but they do desire the accountants, in ad­
dition to substantiating the clerical accuracy of the 
inventory and the testing of prices, to use such 
further methods of substantiating the quantities and 
the salability of the merchandise as may come within 
the range of proper accounting procedure. W hile 
the accountant cannot assume responsibility for the 
salability of merchandise, yet he should give the 
banker the benefit of whatever tests he may be able 
to make from the records that would enable the 
banker to render a more accurate judgment upon this 
salient point. Such additional information may in­
crease the banker’s confidence that his judgment is 
well founded, to such an extent that it may facilitate 
the granting of the full amount of credit that is 
justified in each case.
Enclosed herewith is a copy of a letter addressed 
to members of the Robert Morris Associates by their 
committee on cooperation with accountants which in­
dicates that the accounting profession can expect 
support of the bankers in efforts to make their ex­
aminations of more utility for credit purposes.
The letter addressed to members of the 
Robert Morris Associates follows:
As the period of the year is approaching when 
banks begin to look forward to receiving the annual 
balance-sheets of their customers, your committee on 
cooperation with public accountants offers the fol­
lowing suggestions in the hope that they may be of 
assistance.
The desirability of unrestricted audits with ac­
countants’ unqualified certificates was never a more 
important consideration for companies needing credit 
than at the present time. The management may not 
always realize this, but may feel satisfied with the 
correctness of its own accounting records, and regard 
an audit as an expense imposed upon it from out­
side. In such cases, it may endeavor to get the work 
done at a minimum of cost without regard to quality. 
Auditing is not an expense on which to practice un­
due economy. The borrower should be impressed 
with the importance of allowing the accountant a 
fee commensurate with an adequate examination. He 
should not jeopardize his credit standing by creating 
the doubts which arise in the mind of the credit man 
when he sees a qualified certificate resulting from a 
restricted audit.
It is to the borrower’s interest to allow the ac­
countant to assemble and verify all pertinent facts, 
not only to facilitate the obtaining of credit, but also 
to provide the management with dependable figures 
to guide it in directing the business. Speaking from 
the banker’s standpoint, it is desirable to have de­
tailed information in a comprehensive report by the 
accountant.
In connection with the inventory, too much em­
phasis cannot be placed upon the desirability of ob­
taining an independent verification by the accountant 
or other outside representative which will clearly 
show the salability of the merchandise, as well as 
the correctness of the inventory figure. This is par­
ticularly true this year when so many companies 
have materially increased their inventory in antici­
pation of rising prices. An audit is intended as an 
independent expert opinion regarding the fairness of 
the balance-sheet which hardly can be considered 
complete when a major item such as merchandise 
has not been substantiated. W e do not advocate 
that the accountant take the inventory or necessarily 
supervise it, provided the company has adequate 
records which automatically check the inventory 
quantities. W e do believe, however, that the ac­
countant should satisfy himself by reasonable tests 
that the quantities were on hand, and that the basis
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of valuation, as well as computations, is accurate.
The committee on cooperation with bankers of the 
American Institute of Accountants has recently ad­
dressed a letter on this subject to their members, 
copy of which is enclosed. Their letter indicates 
the desire of the accountants to work in close co­
operation with bankers in obtaining the type of audit 
report needed for credit granting.
Your committee recommends that each member of 
the Robert Morris Associates provide himself with 
copies of both letters for distribution among his 
customers in advance of their annual audits. The 
secretary’s office will be able to provide all the 
copies that the members wish to use.
Events o f 1933
Following is a chronological outline of im­
portant events affecting accountancy and the 
Institute during 1933:
January:
New York stock exchange announces requirement 
of independent audits of listed corporations.
Officer of stock exchange places in evidence, at a 
hearing before senate committee on banking and 
currency, a communication dealing with corporate 
accounts and reports, addressed to the stock exchange 
by the American Institute of Accountants special com­
mittee on cooperation with stock exchanges.
Copies of the communication mailed to members 
and associates of the Institute.
New York produce exchange adopts regulation re­
quiring independent audits of listed enterprises.
R. G. Dun & Co., advises subscribers to have in­
dependent audits and urge their customers to follow 
the example.
Chairman of committee on stock list of the New 
York stock exchange states at hearing before senate 
committee on banking and currency that he would 
welcome legislation requiring all companies offer­
ing securities on a public market to have annual 
independent audits.
Edison Electric Institute announces adoption of 
by-laws containing provision for annual audits of 
members’ accounts by independent certified public 
accountants.
February.
Stock exchange submits to listed corporations ques­
tions relating to the character and extent of indepen­
dent audits.
Accountants file with exchange a letter discuss­
ing the scope and character of audits.
The N ew  York Times and the Chicago Daily 
News urge independent audits as protection to in­
vestors.
March:
Chicago stock exchange adopts requirement of in­
dependent audit of listed companies.
Financial statements certified by independent 
auditors recommended as part of the information re­
quired of vendors of securities in the proposed 
federal securities bill.
April:
Credit men and accountants discuss means by 
which credit associations might obtain information 
of value from accountants.
May:
Governor of Pennsylvania signs bill requiring in­
dependent audit of accounts of corporations.
Article in American Mercury suggests retention of 
independent auditors by committees of security 
holders.
Chicago Tribune, W all Street Journal, Chicago 
Daily News, Chicago N ews &  Post and the W il­
mington Journal Every-Evening advocate independent 
audits and election of auditors by stockholders.
Federal securities act becomes law: requires pros­
pective vendors of securities to submit financial state­
ments certified by "independent certified or public 
accountants.” Imposes heavy liability on vendors, 
underwriters and experts associated in issue.
June:
Special committee of American Institute accepts 
invitation to advise Federal Trade Commission in 
drafting regulations under the securities act.
Federal industrial control act becomes law. 
Authorizes representative associations of various in­
dustries to formulate “codes” outlining plans of fair 
competition including agreements not to sell below 
cost.
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July:
Trade commission regulations under securities act 
made public.
President of Robert Morris Associates advocates 
adoption of natural fiscal year.
Fourth International Congress on Accounting held 
at London, England.
September:
Adoption of natural fiscal years by industries filing 
codes under N. R. A. urged by Institute committee 
and by Associated Industries of Missouri.
October:
Seventeenth annual meeting of the American In­
stitute of Accountants held at New Orleans.
New York stock exchange announces adoption of 
principles submitted by Institute committee and sug­
gests additional information in auditors’ certificates. 
December:
Institute committee submits to stock exchange sug­
gested form for auditor’s report with comment and 
explanation.
Secretary Guest o f Rhode Island 
Society
The Rhode Island Society of Certified Pub­
lic Accountants entertained John L. Carey, sec­
retary of the American Institute of Account­
ants, at a dinner meeting at the Narragansett 
Hotel, Providence, December 19th. Spencer 
Over, president of the society and member of 
the special committee on development of the 
Institute, acted as chairman and introduced Mr. 
Carey to the twenty-five members who were 
present. After preliminary remarks by the sec­
retary of the Institute there was general dis­
cussion of the activities of the national organ­
ization and of current problems confronting 
the profession.
Accountant Appointed Deputy 
Comptroller o f New York
William R. Donaldson, a member of the 
American Institute of Accountants, has been 
appointed second deputy comptroller of the 
city of New York. He assumed his new duties 
January 1st. Mr. Donaldson is a partner in a 
firm of practising accountants, and a member 
of the New York bar association.
Robert L. Bright
Robert L. Bright, a newly elected member of 
council of the American Institute of Account­
ants, died at his home in Knoxville, Tennessee, 
December 11th, after a brief illness of 
pneumonia. He was 53 years of age. Mr. 
Bright was a charter member of the Institute 
and had been a member of the special com­
mittee on development of the Institute during 
the fiscal year, 1932-1933. At the annual meet­
ing at New Orleans, October 18, 1933, he was 
elected a member of council for a term of five 
years. Mr. Bright had been in public account­
ing practice for many years, and at the time 
of his death he was practising under his own 
name in Knoxville.
Valuation o f Insurance Company 
Portfolios
The National Convention of Insurance Com­
missioners has recently recommended a change 
in method of valuing portfolios of insurance 
companies. Following is the resolution ap­
proved by the commissioners intending to gov­
ern statements of values as of December 31,
1933, in place of the "convention values” used 
last year:
" 1 . Stocks and bonds other than bonds of govern­
ments, states and political subdivisions thereof, 
should be valued at the average of convention values 
used for annual statements as of December 31, 1932 
and market quotations of November 1, 1933, ex­
cept as hereinafter provided.
" 2. Bonds amply secured and not in default 
should be valued on an amortized basis wherever 
permitted by law.
"3. All bonds of governments, states and politi­
cal subdivisions thereof should be valued at the con­
vention values used for annual statements as of De­
cember 31, 1932, and that where such bonds shall 
have been in default for a period longer than one 
year prior to November 1, 1933, the values to be 
used should be the convention values used for an­
nual statements as of December 31, 1931, less 30 
per cent of the difference between such values and 
the market price quotations on November 1, 1933.
”4. The committee on valuation of securities is 
authorized to modify the forgoing formula in cases 
where circumstances warrant.
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"Further resolved, That the cost or book value of 
stocks, whichever is lower in the aggregate, held by 
life insurance companies as of November 1, 1933, 
may be used in the aggregate as the fair market value 
of such stocks, provided the income received by such 
companies on such stocks during each of the five 
years preceding the date of valuation shall have been 
at the rate sufficient to meet the interest required to 
maintain policy reserves and other policy obligations; 
and provided further that the net investment income 
received by such companies on their ledger assets 
shall not have been less than required to maintain 
the reserve. This shall not apply to stocks of cor­
porations in receivership or similar status. Cost as 
used herein shall be held to include stocks received 
as exchanges or rights received as dividends or other­
wise at not to exceed the market value quoted on 
the date acquired.
"Further resolved, That in cases where the con­
dition of insurance companies may require the imme­
diate disposition of securities, it is the opinion of 
this committee that the discretion of the state super­
visory officials of insurance should be exercised to 
vary the general formula herein set forth, so as to 
adopt prices reflected by the exchanges.
"Further resolved, That in the opinion of the com­
mittee on valuation companies should be urged to 
maintain a reserve for contingencies to provide for 
fluctuations in the market price quotations of stocks 
and bonds not subject to amortization.”
State Boards o f Accountancy
C o n n e c t ic u t
Charles F. Coates, of Hartford, a member 
of the American Institute of Accountants, was 
appointed on December 5th to serve as a mem­
ber of the Connecticut state board of account­
ancy for a term of three years beginning Janu­
ary 1, 1934.
F lorida
The Florida state board of accountancy held 
its annual election of officers at a meeting at 
West Palm Beach, November 9th. C. Cecil 
Bryant, of Ocala, was elected chairman, and 
H. P. Andrews, of Tampa, vice-president. 
Wilbur F. Divine, of West Palm Beach, was 
elected secretary-treasurer.
Cost under the N.R.A.
On few accounting problems has there been 
such lively discussion and wide perplexity as 
upon that of defining the phrase "Cost of pro­
duction”, as it is used in many codes of fair 
practice put into operation under the national 
industrial recovery act.
The tendency of the recovery administration 
seems to be to allow each affected industry to 
adopt a definition applicable to its peculiar 
needs, subject to the ultimate approval of the 
administrator. This attitude was expressed by 
Malcolm Muir, division administrator of the 
N.R.A., in a paper read at a recent conference 
of the New York State Society of Certified 
Public Accountants.
"In my opinion, the question of just what 
constitutes cost under today’s condition should 
be a flexible factor determined largely by the 
conditions of each industry. That is why we 
have approved of code committees’ inserting 
in their codes clauses to the effect that what 
shall constitute cost in each industry shall be 
determined by the industry’s own code 
authority with the approval of the Administra­
tor. . . .  I have been told that one of the 
most practical ways in which the accounting 
profession can cooperate with the N.R.A. is to 
agree within itself as to what costs are and I 
can readily agree that the question of uniform 
accounting systems is one of great importance 
to your whole profession in its relationship to 
the N.R.A.”
Following a suggestion made in early No­
vember by Arthur D. Whiteside, deputy ad­
ministrator of the N.R.A. that some body of 
accountants should define "costs” so that the 
N.R.A. could make proper provisions in the 
various codes of fair competition covering 
this question, the Institute’s sub-committee on 
the N.R.A. reached the conclusion that it could 
not advance such a definition. It offered, how­
ever, to assist the administration in drafting 
principles which should be followed by the 
code authorities in determining definitions for 
their own use.
It has been suggested by individuals that an 
order be promulgated by the national recovery 
administration that each code authority shall 
within a stated time prepare a definition of 
"cost” as a basis for setting selling prices, this 
definition to be filed with the administration.
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Then, after hearings open to all duly accredited 
individuals in each industry, the administration 
should issue an official definition of cost for 
each industry. With this order, according to 
the plan, the administration should state cer­
tain general principles to be followed in de­
fining the term. These principles might be 
concerned with the items that should properly 
be included under such heads as "material 
cost”, "labor cost”, "manufacturing overhead”, 
"distribution expense” and "administration ex­
pense”.
The following comment is drawn from sug­
gestions as to the nature of such principles 
offered unofficially by individual accountants:
" 'Material cost’ may include, in addition to in­
voice price, transportation inward, handling expense 
and a reasonable allowance for waste and losses. It 
may be net of all discounts. Where an individual 
manufactures semi-finished products which may be 
purchased from others, he may use prices quoted 
for such products instead of his own costs in com­
puting cost of finished product. Current replace­
ment costs may be used instead of actual purchase 
prices where an individual has definite written or 
published quotations.
" 'Labor cost’ shall be computed at current wages 
paid for definite manufacturing operations divided 
by the first quality units which may be reasonably 
expected to be produced in accordance with the in­
dividual’s latest experience.
" 'Manufacturing overhead’ shall include the cost 
of the operation, maintenance and administration of 
manufacturing activities which do not vary in direct 
ratio to the quantity and quality of production. Each 
code authority shall prepare a specific list in sum­
mary form of items to be included. Depreciation 
and obsolescence of buildings and equipment shall 
be included in the amount permitted to be deducted 
in tax returns under the federal income-tax laws. 
Expenditures for research, experiments and develop­
ment shall be treated in the same manner as the in­
dividual reports such items on tax returns under the 
federal income-tax law. No allowance for interest 
either actually paid for money borrowed or com­
puted theoretically on investment will be permitted. 
Expense of maintaining plant facilities definitely 
segregated as idle may be excluded.
"Since the nature of manufacturing overhead ex­
pense, as above defined, does not allow direct appli­
cation to manufactured products but must be ap­
portioned on the basis of a budget estimated in ad­
vance divided by an estimated out-put, the follow­
ing general principles shall be followed in prepar­
ing these estimates. Expenditures shall be estimated 
on the basis of the most recent past experience modi­
fied by anticipation. Estimated out-put shall repre­
sent that percentage of the individual’s actual normal 
capacity to produce (after allowance for probable 
normal delays and interruptions) which the indus­
try’s probable sales in first quality units bear to the 
total normal capacity of the industry. Each code 
authority shall estimate this probable percentage in 
advance for a period which shall be determined by 
each code authority for its industry. Any variations 
from this estimate due to differences between actual 
expenditures and budget and/or differences between 
actual production and estimate shall not be deemed 
to be elements of cost for the purpose of setting 
selling prices. The method of apportioning over­
head expense to product shall be optional with each 
individual so long as it conforms to generally ac­
cepted means, viz., a percentage of direct labor or 
an estimated amount per hour of labor or machines.
" 'Distribution expense’ shall include all items of 
selling, advertising and loss on obsolete merchandise 
and may be apportioned over estimated production 
in the same manner as manufacturing overhead ex­
pense. Extraordinary advertising and selling ex­
penses relating to new territory or new products may 
be treated in the same manner as the individual re­
ports such items on tax returns under the federal 
income-tax law.
" ‘Administration expense’ (if  not divided between 
manufacturing overhead and distribution expense) 
may be apportioned over estimated production in the 
same manner as manufacturing overhead expense.”
In some discussions of the subject, a definite 
distinction between "cost to manufacture” and 
"over-all cost” is drawn, and the idea is ad­
vanced that the recovery administration does not 
intend to prohibit selling at prices below "over­
all cost”. "Over-all cost” is defined as being 
the cost to manufacture plus additional ex­
penses incident to distribution, general admin­
istration of the business and items relative to 
the financing of operations. One writer has 
stated the components of cost as follows: direct 
labor plus direct material equals prime cost; 
prime cost plus manufacturing overhead equals 
cost of production; cost of production plus 
selling and delivery expense, plus administra­
tive expense, plus financial expense equals 
operating cost; operating cost plus operating
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profit or minus operating loss equals selling 
price.
It is contended by some that the idea that 
industry can be prohibited from selling below 
over-all cost is fallacious. It is said that un­
less we are assured of perpetual prosperity 
there must always be left open to the manu­
facturer the option of selling below cost dur- 
ing a period wherein he takes a relatively small 
loss but thereby saves his business from ruin. 
The variable and human factors that enter into 
selling expense, moreover, it is said, take it 
out of the category of figures that can be pre­
determined by a uniform system of com­
putation.
The word "cost”, however, as it appears in 
the codes approved and put in operation up 
to the present time, seems to have been inter­
preted in most cases as meaning the total cost 
to manufacture, sell and distribute.
Malcolm Muir has suggested the outline of 
an accounting clause for incorporation in codes 
or for use by the code authorities.
"It shall be an unfair method of competition 
for any producer covered by this code to sell 
any article at less than his cost of production; 
provided, however, that any producer may sell 
at or below his cost to meet competition by an­
other producer who does not violate the code. 
Cost of production, as herein used, includes 
all direct labor and material at cost or market, 
whichever is lower, plus a proportionate share 
of all indirect expenses, inclusive of depre­
ciation and/or depletion computed according 
to the maximum rate of the income-tax pro­
cedure; but exclusive of any reserves for pur­
poses other than depreciation, exclusive also 
of interest paid and developmental expenses, 
provided that the distribution of such indirect 
expenses per unit of product produced should 
be on the basis of an average rate of utilization 
of plant facilities by efficient producers during 
1927-1932.
"The average rate of utilization of plant 
facilities of efficient producers could be com­
puted as follows:
"Each member of the industry should make 
a consolidated income-tax return for that por­
tion of (or all of) his operations devoted to 
the production of the product covered by this 
code, for the years 1927-32, together with the 
record of their physical production and sales 
in each of these years.
"From these reports may be calculated the 
average rate of utilization of plant investment 
by the one-third portion of the industry which 
reported the lowest cost of production per unit 
for this period.
“This rate of utilization (rather than full 
capacity) should become the standard for the 
distribution of all indirect expenses and fixed 
charges for the purpose of determining per 
unit charges by every producer covered by this 
code.”
Certainly one of the most important up­
shots of the N.R.A. and its problems, from 
the viewpoint of the accountants, will be the 
adoption of uniform cost methods by industrial 
groups. The codes in some instances specifi­
cally require it, and its advantages to every 
group are now apparent.
A committee of the National Association of 
Cost Accountants has recently reported on its 
study of this question and outlined a uniform 
cost system that can be tied in with the general 
ledger accounting, so as to provide proof of 
accuracy in cost data, periodic inventories and 
periodic profit-and-loss statements. In offer­
ing its model system, the committee points out 
that in drawing the code provision relative to 
the requirement of a uniform cost accounting 
plan, the members of the industry must be care­
ful to reserve the right to determine the cost 
formula best suited to their own conditions of 
operation.
Discussing the fundamental meaning of cost, 
the report says that "accounting for manufac­
turing cost in any manufacturing plant means 
the accounting for every dollar spent for ma­
terial, labor and expense of every character that 
enters directly into production, and for the 
money spent on the administration of the fac­
tory operations, the experimental work, engi­
neering work, repairs, maintenance, etc., that 
may in any way contribute to the manufacture 
of the product. Accounting for selling and 
distributing costs means an accounting for 
every dollar spent which in any way enters into 
the cost of selling and distributing.
"The development of a uniform cost ac­
counting plan for any industry must naturally 
give consideration to those requirements which 
are peculiar to the kind of industry in ques­
tion. There are, however, certain general prin­
ciples of cost accounting which are applicable 
to every form of manufacturing, such as the
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accounting for raw materials and purchased 
parts, or for the hours and wages of direct 
labor. The determining of manufacturing 
burden and its segregation into fixed and vari­
able expenses are also recognized as funda­
mental principles of good cost accounting, but 
when it comes to choosing the form of burden 
rates to be used in distributing burden to the 
products there are conditions peculiar to each 
particular industry that must be taken into 
consideration.”
The report lists three questions, the answers 
to which are in debate, and presents affirmative 
and negative arguments on each point. The 
questions are: Should administrative expenses 
be divided between manufacturing and selling? 
Should depreciation be calculated on the basis 
of replacement value? Should interest on in­
vestment be included as an element of cost?
Chicago Stock Exchange Discusses 
Corporate Reports
Firms of accountants which examine ac­
counts of companies listed on the Chicago stock 
exchange recently received a letter from the 
president of the exchange naming certain items 
sometimes omitted from financial statements 
which the exchange would prefer to see in­
cluded.
The letter follows:
Dear Sir:
You will soon be engaged in the preparation of 
audit reports for clients having securities listed on 
the Chicago stock exchange.
During the past year we have been engaged in a 
detailed survey and analysis of all financial reports 
submitted to us. Our purpose has been to be in a 
position to offer suggestions that will aid in the 
preparation of reports which will give the securities 
holder the greatest possible degree of clarity, ac­
curacy and information in the report submitted to 
him by his corporation. Our studies disclose that 
in some instances these reports fall short of the de­
sired clarity and informative quality because of the 
omission of one or more of the following items: 
Balance-sheet items:
1 . Goodwill not segregated from other assets.
2. Patents not segregated from other assets.
3. Basis of valuation of fixed assets not stated.
4. Basis of valuation of inventory not stated.
5. Inventory based on cost where latter is higher 
than market.
6. Advances to directors, officers and employees 
not shown separately.
7 . Marketable securities carried at cost without 
any indication, either as a footnote or otherwise, 
as to their market value.
8. Depreciation reserve not shown on balance- 
sheet. (This item is particularly important where 
the certificate is qualified in respect to the adequacy 
of the depreciation.)
9. Outstanding shares of stock not shown.
10. Maturity dates of funded and other long 
term indebtedness not shown.
11 . Contingent liabilities not shown as a foot­
note to balance-sheet or otherwise indicated thereon.
12. Capital and earned surplus not segregated.
13. Cost of treasury stock not shown as a deduc­
tion from earned surplus, or earned surplus not 
otherwise earmarked to indicate what portion there­
of has been applied to purchase of treasury stock, 
in states where a company’s own stock may only be 
purchased out of earned surplus.
Profit-and-loss items:
1 . Depreciation not shown separately.
2. Financial income and financial expense items 
not shown separately.
Consolidated Statements:
1 . Certain subsidiaries not consolidated.
Being confident that we are mutually working 
toward the same end, we urge that these items have 
your careful consideration in the preparation of your 
audits. While we shall be glad to discuss with you 
any question you may have in this connection, the 
Chicago stock exchange is not disposed to engage 
in a technical discussion of your professional prob­
lems and responsibilities because it has uniformly 
been our policy in all professional relationships with 
accountants, lawyers and others, to rely upon the 
ability and character of such professional persons 
until such reliance has been found to be unjustified.
Yours very truly,
(Signed) M ic h a e l  J. O ’B r ie n , President
A. J. Lynn, Louisville, spoke at the first 
annual conference on commercial education at 
the University of Kentucky, December 9th, on 
the subject of "Good accounting, a requisite 
to efficiency in local government.”
William P. Peter, Dallas, spoke before stu­
dents of the Texas Agricultural and Mechani­
cal College on December 12th, on the prospect 
of a career in accountancy.
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Commercial-paper Dealers Favor 
Independent Audits
The value of independent audits is set forth 
in a bulletin recently distributed by Weil, Mc- 
Key & Co., commercial-paper dealers, to their 
clients and others. The text is as follows:
It is distinctly in the interests of companies to 
have their books audited and their financial state­
ments prepared by certified public accountants of 
recognized standing. This fact, which we have called 
to the attention of our clients for years, has been 
given added emphasis by the provisions of the fed­
eral securities act of 1933.
W ith a view to a company obtaining the maxi­
mum benefit from their audits we suggest that they 
have a detailed audit report prepared and also a 
"certified balance-sheet” bearing the auditor’s cer­
tificate. In connection with the detailed report, 
which should include a statement of operations, the 
pamphlet Verification of Financial Statements will 
be of interest to our clients and to any of their audi­
tors who may not be already familiar with it. This 
was originally issued by the federal reserve board at 
Washington and revised in May, 1929, by the Ameri­
can Institute of Accountants, and we are informed 
that it is considered to be a standard of procedure 
in the verification and preparation of balance-sheets 
and that it is available at any of the federal reserve 
banks.
In representing our clients with the investing 
banks, we are able to do so most effectively through 
having a copy of the detailed audit report in our 
own file. Copies of this full report due to its size 
ordinarily are not given by us to the investing banks 
who instead receive copies of the certified balance- 
sheets of our clients with a digest of any pertinent 
and essential facts contained in the full audit that 
may be necessary to give a proper understanding of 
the balance-sheet. In view of this it is desirable 
that the certified balance-sheets be fully itemized 
rather than in condensed form, and so worded that 
they are so far as possible self-explanatory, with any 
pertinent facts in connection with the balance-sheet 
items covered in the certified balance-sheet or in the 
auditor’s comments and certificate attached to it. For 
this purpose the separate certified balance-sheets 
should be in fully as detailed form as the balance- 
sheets in the detailed audits.
We are listing below as a matter of interest points 
in connection with the principal balance-sheet items 
which we have found it is desirable to have covered
in the certified balance-sheets furnished to the paper- 
buying banks. In many cases we find this informa­
tion in the balance-sheets furnished to us, but since 
there does not seem to be a uniform practice with 
respect to these matters, we are listing below some 
of the salient points:
Cash—A  separation of any cash in closed banks, on 
time certificates of deposit or under any other re­
strictions.
Receivables—A segregation of accounts and notes re­
ceivable and specific mention of whether or not 
they are due from customers and a description of 
receivables falling into any other classification. 
The amount of reserve for bad debts, if any, should 
also be shown.
Inventories—A segregation of raw materials, goods 
in process, finished goods and supplies, with in­
formation as to the basis of valuation. A state­
ment as to whether the accountants verified the 
physical quantities of the inventory should be in­
cluded.
Investments—Should be classified as to their nature, 
and if marketable the current market value should 
be shown. United States government securities 
should be listed separately.
Fixed Assets—Should be separated to show land, 
buildings, machinery and equipment, with infor­
mation as to whether taken at cost or appraisal 
value and the amount of reserve provided for de­
preciation on each.
Notes Payable—Should be itemized as to whether 
due to banks, trade, personal or other creditors. 
Trade acceptance or acceptances under letters of 
credit should be separated. Any secured borrow­
ings should be clearly stated and the assets by 
which they are secured should be specified. 
Accounts Payable—Trade accounts payable should be 
separated from other accounts payable, with an 
indication of the nature of the latter.
Fixed Liabilities—Statement should contain full in­
formation as to all maturity dates, sinking fund 
provisions, etc., and whether the liabilities con­
stitute a lien against any assets. Payments due 
within one year should be shown as current 
liabilities.
Reserves—General reserves should be itemized and 
explanatory comments added in cases where the 
titles of the reserves are not self-explanatory. 
Valuation reserves should be deducted from the 
assets to which they apply.
Capital Stock—The various classes of outstanding
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stock should be listed. Cumulative preferred 
stock should be so specified with a notation of 
the dividend rate and mention of any cumulative 
dividends which are past due and unpaid.
Surplus—An analysis of surplus should be included 
showing additions and deductions during the fiscal 
year.
Contingent Liabilities and Commitments—All con­
tingent liabilities should be listed on the state­
ment, or if there are no contingent liabilities that 
fact should be stated; also there should be men­
tion of any merchandise or other commitments that 
might materially affect the company’s position. 
Certificate—This should clearly state that an audit 
has been made for a given period and as of a 
given date and should include a brief summary 
of the scope of the work performed by the audi­
tors in the verification of the statement, together 
with an expression of the auditor’s opinion that the 
statement fairly sets forth the position of the com­
pany at a given date, subject to any qualifications 
which the auditor may specify in the statement or 
the certificate.
Signature—In addition to the signature of the audi­
tor, there should be the official signature of the 
company by one of its officers.
Annual Convention o f University 
Instructors in Accounting
The American Association of University In­
structors in Accounting met for its eighteenth 
annual convention at Philadelphia on Decem­
ber 28th and 29th. The sessions were held at 
the Benjamin Franklin hotel and devoted to 
discussions of current technical problems.
The discussions fell under four heads, school 
and governmental accounting, costs and values, 
problems of distribution and problems of ac­
counting research.
Lloyd Morey, of the University of Illinois, 
was chairman of the session devoted to school 
and governmental accounting. Papers read 
were: “The accounting instructor and local 
government accounting”, by Hiram T. Scovill, 
of the University of Illinois; "The public ac­
countant and local government accounting”, by 
Charles S. Rockey, of Philadelphia; "Govern­
ment accounting and accountancy examina­
tions”, by Fayette H. Elwell, of the University 
of Wisconsin, and "Unit costs in institutions 
of higher education”, by T. L. Hungate, of
Columbia University, with discussion by H. I. 
MacLean, of the University of Pennsylvania.
G. A. MacFarland, of the University of 
Pennsylvania, presided at the session con­
cerned with costs and values. The papers 
were: "Cost accounting under the 'New 
Deal’ ”, by Charles Reitell, of the University 
of Pittsburgh, with discussion by W. Mason 
Smith, of Northwestern University; "Aspects 
of standard cost”, by John Balch, of Philadel­
phia, with discussion by W. P. Fiske, of the 
Massachusetts Institute of Technology, and 
"Aspects of asset valuations”, by William A. 
Paton, of the University of Michigan, with 
discussion by David Himmelblau, of North­
western University.
At the annual dinner on the evening of De­
cember 28th, A. C. Littleton, of the University 
of Illinois, delivered an address on "Account­
ing evolution: third stage”.
The session devoted to problems of distri­
bution was held in conjunction with the meet­
ing of the Teachers of Marketing and Advertis­
ing. E. D. McGarry, of the University of Buf­
falo, presided. Paul W. Atwood, secretary of 
the research council, Association of National 
Advertisers, Inc., read a paper entitled "The 
manufacturer looks at his cost of distribution”, 
discussion of which was led by Howard C. 
Greer, of the University of Chicago. C. M. 
Schmalz, of the Harvard University bureau of 
business research, spoke on "Some current 
problems in administering the retail method of 
inventory”, his address being discussed by 
Harvey G. Meyer, of the University of Ten­
nessee. Wilford L. White, of the University 
of Texas, read a paper on "Problems of de­
termining total cost of distribution”, followed 
by discussion by Edward J. Filbey, of the Uni­
versity of Illinois.
Under the head of "Problems of accounting 
research”, three papers were heard: "Sources 
of capital surplus”, by R. P. Marple, of the 
Alabama Polytechnic Institute, discussed by 
Roy B. Kester, of Columbia University; 
"French enterprise under inflation”, by Max 
J. Wasserman, of the University of Illinois, 
discussed by Jacob B. Taylor, of Ohio State 
University, and "Asset valuation in dividend 
decisions”, by L. L. Briggs, of the University 
of Vermont, discussed by James L. Dohr, of 
Columbia University.
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Annual Reports to Stockholders o f  
Banking Institutions
In a recent report of the policyholders’ ser­
vice bureau of the Metropolitan Life Insur­
ance Co. the advantages of annual financial 
reports to stockholders by banking institutions 
is set forth with a survey of the present prac­
tices of leading banks in this respect. It is 
stated in an introductory note that the opinions 
expressed in the report are those of the sources 
consulted and have not the official endorse- 
ment of the company. The report is quoted in 
part as follows:
"Annual bank reports invariably contain a state­
ment of assets and liabilities. In addition, some 
banks, either in the body of the report itself or 
separately, present an operating statement. Canadian 
bank reports usually contain information concern­
ing the profit-and-loss account
"There seems to be an increasing tendency among 
American banks to present information concerning 
the year’s financial operations. This practice of giv­
ing stockholders information concerning the banks’ 
earnings seems likely to increase and it may not be 
many years before banks include a formal profit-and- 
loss statement in their annual accounting to de­
positors and stockholders.
"The statement of assets and liabilities found in 
the reports of banking institutions are generally 
similar in form and set-up, although a detailed ex­
amination will reveal differences and refinements. 
Occasionally bank statements of resources and 
liabilities are comparative in nature, either dealing 
with the resources and liabilities of the same insti­
tution over a period of years, or in the case of a 
group of banks, giving the resources and liabilities 
as of a certain date of all the banks constituting a 
particular group.
"At times, efforts are made by banking institutions 
to present their bank reports in such a manner that 
the average depositor or stockholders may easily un­
derstand the nature of the financial statements. This 
is believed to be a commendable feature, particularly 
if the report also meets the customary technical ac­
counting requirements.
"The item 'loans and discounts’ is ordinarily the 
most considerable asset of banking institutions and 
any detail concerning this asset is of interest to de­
positors and stockholders. It is still not uncommon 
in bank reports to lump these loans and discounts 
under a single caption and to give no further infor­
mation than the amount in total. On the other hand 
a number of banks differentiate between demand 
loans and time loans. It is unusual to find a state­
ment of the extent of loans on real estate as against 
other collateral loans.
"The reports of many banks show deposits as a 
single item. There has been some tendency to sub­
divide this major liability further. An adequate 
classification of deposits tends to clarify the state­
ment of a bank. Differentiation between time and 
demand deposits, savings and deposits for commercial 
purposes, deposits from individuals, from banks and 
from public sources is helpful.
"Despite the existence of much uninformed 
criticism, an examination of bank reports year by 
year shows that an increasing number provide ade­
quate details for their depositors and stockholders. 
Perhaps one of the influential factors in encourag­
ing indirectly the publication of satisfactory reports 
is the federal reserve board, whose customary report 
of condition has set a standard that banks are fol­
lowing with increasing fidelity in their public 
reports.”
Another recent report of the policyholders 
service bureau deals with the adoption of uni­
form cost methods by trade associations. It 
was prepared as a means of providing infor­
mation which will be of practical value in in­
augurating and carrying on such activities. It 
does not prescribe any specific form of cost 
accounting nor discuss the technical accounting 
features involved. The report is primarily 
concerned with an outline of the history, pur­
pose and scope of cost activities carried on by 
various industrial groups; how these activities 
have been organized and developed; the re­
sults accomplished, and the difficulties and ob­
jects to be overcome.
Eric A. Camman, New York, spoke at a 
meeting of the Industrial Marketing Execu­
tives of New York, November 22nd, on the 
subject of "Expenses and sales cost account­
ing.”
Harvey S. Chase, of Boston, reported to the 
Massachusetts state charter commission on De­
cember 20th, on a study of the subject of 
charter revision by a special committee of the 
National Economy League, of which he is chief 
of statistics and research.
19
Bulletin of American Institute of Accountants
Federal Trade Commission Rulings 
under Securities Act
Interpretations of the federal securities act 
are contained in rulings recently made public 
by the federal trade commission.
Ex e m p t io n s
The commission published an opinion under date 
of December 13th that shares of stock in certain 
mortgage-loan companies which are obtaining loans 
from the reconstruction finance corporation in order 
to re-Iend the proceeds to local industries and mer­
cantile businesses are exempt from registration. The 
commission indicated that in its view the securities 
would be exempt ( 1 ) where the mortgage-loan com­
pany was incorporated in the state in which it was 
to operate and sold its stock only to residents of 
that state, and ( 2) where the mortgage-loan com­
pany was to operate in and sell its stock outside 
the state of its incorporation, if the stock of the 
company were issued only to borrowers or if the 
stock issued to borrowers carried voting rights in 
the same proportion to their investment as that 
issued to others.
An amendment to the rule adopted November 1st, 
concerning notes and bonds secured by real estate 
mortgages and exemption of issues the aggregate 
amounts of which do not exceed $ 100,000, became 
effective December 21st. Part II of that rule exempts 
from registration requirements securities comprising 
an issue no portion of which is to be issued other­
wise than for cash, if the issue complies with cer­
tain conditions. Among the conditions is one to 
the effect that net proceeds obtained from all securi­
ties, including the net proceeds from the issue 
exempted, shall not exceed $100,000. This para­
graph is amended by the addition of the provision 
that where the securities are subscribed for on a de­
ferred payment plan, the date of the subscription or 
the purchase contract shall be deemed the date of 
issues of the securities.
A d d it io n s  t o  R e g is t r a t io n  St a t e m e n t s  
In a recent compilation of extracts from letters 
in response to inquiries concerning the application 
of the securities act, published December 28th, there 
is contained the following reference to amendments 
or supplements to registration statements. Two 
questions were presented—whether, in view of cer­
tain changes in the condition of the issuer of which 
the issuer wished to give the prospective investors
notice, it was necessary to amend the registration 
statement and how the information should be pub­
lished in any prospectus of the issuer.
"Under section II the accuracy of the registration 
statements is to be judged by the date upon which 
it becomes effective. It is, therefore, unnecessary, 
and probably impossible, to amend it to include 
facts which occur after its effective date. It may, 
of course, be necessary to supplement the information 
contained in the prospectus in order that it may not 
be misleading. The use of supplementary informa­
tion, however, does not require an amendment of 
the prospectus, and no further papers need, there­
fore, be filed with the commission. On the other 
hand, if it is proposed to substitute new informa­
tion for that contained in the prospectus, since under 
the rules of the commission the prospectus must not 
omit certain items contained in the registration state­
ment, such changes can be effected only by a regu­
lar amendment to that statement filed with the com­
mission. In any case in which it could properly be 
made, such an amendment, being filed after the effec­
tive date of the registration statement, would be­
come effective itself on such date as the commission 
may determine, having due regard for the public 
interest and the protection of investors.”
Audits Required for Loans under 
South Bend Bankers’ Code
Under a code of fair competition proposed 
by banks of South Bend, Indiana, subject to 
the approval of state and national code commit­
tees, applicants for loans would be required 
to submit audit reports prepared by a certified 
public accountant.
South Bend business men were informed of 
the accounting provisions of the code in a let­
ter quoted below in part:
"Pursuant to the bankers’ code of fair competition 
as adopted by the South Bend banks effective Dec. 
31, 1933, it is required that each company or cor­
poration owing or borrowing $2,500 or more furnish 
the bank with a certified public accountants’ audit at 
least annually. This audit shall be a verification of 
all assets and liabilities, including profit-and-loss 
figures, and analysis of surplus.
"If you are not accustomed to furnishing us with 
statements covering such requirements we call the 
matter to your attention at this time as you will, no 
doubt, desire to make the necessary arrangements 
at the end of your fiscal year to have a certified pub­
lic accountant prepare your annual statement."
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NOTES
Separate Accounting and Double Taxation
Mitchell Carroll, lately associated with the League 
of Nations in a study of international double taxa­
tion, and formerly with the treasury department, said 
at the Institute’s offices the other day that public ac­
countants would do well to study the latest report 
of the Institute’s special committee on international 
double taxation. Many of the publications men- 
tioned in the report, he said, contain data developed 
by extensive research which are applicable to many 
tax problems, not necessarily international in scope. 
For example, he referred to the United States 
supreme court decision in Hans Rees’ Sons, Inc. v. 
State of North Carolina, ex rel. Maxwell, Commis­
sioner of Revenue, 1931, which virtually supported 
the separate-accounting basis for allocation of profits 
of a firm doing business in more than one state. 
Chapter 12, Vol. IV, of the League of Nations re­
port, Taxation of Foreign and National Enterprises, 
contains a good deal of information which would 
be useful in considering questions of this character.
A Penalty on Fiscal-Year Corporations?
A member of the Institute points out that corpo­
rations with fiscal years ending between July and 
November may be required to file excess-profits-tax 
returns for two fiscal years, and pay tax when due, 
while calendar-year corporations will be required only 
to file form 1121 for the calendar-year 1933 and pay 
the indicated excess-profits tax. Presidential procla­
mation ended the excess-profits tax as of December
5, 1933, while sec. 217 (e) of the recovery act states 
that the tax "shall not apply to any taxpayer in re­
spect of any taxable year after its taxable year dur­
ing which the date so proclaimed occurs.” Of course, 
if the tax should be re-enacted all companies would 
be in the same boat.
Practice in Canada
Several American accountants have reported that 
they have been refused entry into Canada to conduct 
professional engagements in that country. Inquiry 
indicates that the Canadian immigration authorities 
have lately extended the classification of "contract 
labor” to include public accountants, and therefore 
under a ruling applicable to contract labor issued in 
August, 1929, foreign accountants may not enter 
Canada to do work there. It is believed that the 
immigration department at Ottawa may grant special 
permission in certain cases to American accountants 
of truly professional standing who wish to enter
Canada to perform engagements, if the department 
is convinced that it is necessary for these particular 
men to do the work. Accountants who desire to 
apply for such special permission should address the 
Commissioner of Immigration at Ottawa, stating the 
name of the client, the reason why it is specially de­
sirable for the accountant in question to perform the 
engagement, the names of the men whom it is in­
tended to send and the port of entry.
Complaints on Matters Sub Judice
The Institute’s ethics committee has consistently 
followed the policy of refusing to file formal com­
plaint against a member of the Institute on the basis 
of facts which are the subject of litigation. It is 
felt that alleged negligence or misconduct under con­
sideration of courts of law should be disposed of by 
the legal tribunal before receiving official notice by 
the professional organization of which the accused 
person may be a member. The reasoning is, of 
course, that a member’s case before the courts might 
be gravely damaged by the knowledge that he had 
been tried by his professional associates on charges 
of wrongdoing arising from the same circumstances 
as those surrounding the suit at law. The injustice 
might be accentuated if, as is entirely likely, the 
grounds for trial before the professional society dif­
fered from the legal issues involved in the same 
case. This explanation is offered in response to 
inquiries as to why the Institute sometimes appa­
rently delays consideration of cases which receive 
general publicity involving members of the Insti­
tute.
Fact vs. Opinion
Is an accountant’s report an expression of opinion 
or a statement of fact? Opinion, say leading prac­
titioners with one voice, but they recognize that it 
may be difficult to convince the layman. A very 
well known attorney, speaking on liability of ex­
perts under the securities act, at a recent luncheon 
of consulting engineers in New York, took occasion 
to refer to the status of accountants. "Accountants 
claim that what they offer their clients is an ex­
pression of professional opinion,” he said in effect, 
"and I am convinced that they are right. But I 
doubt whether a jury of laymen would think so.” 
Another member of the legal profession, James M. 
Landis, of the federal trade commission, said at a 
meeting of the New York State Society: "It has been 
said, and very rightly in my humble opinion, that
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most of accounting is after all a matter of opinion 
rather than anything else. But though this may be 
true, I have still to see the case of a prospective 
investor being offered a balance-sheet and having it 
carefully explained to him that this or that item is 
merely an opinion or deduction from a series of 
other opinions mixed in with a few acknowledged 
facts. But the fact is that accountancy, has paraded 
too largely as being an exact science. Accountancy, 
as distinguished from law, has generally been por­
trayed as an exact science, and its representations 
have been proffered to the unlearned as representa­
tions of fact and not of opinion. If it insists upon 
such fact representations, it is, of course, fair that 
it should be burdened with the responsibility atten­
dant upon such a portrayal of its results.”
Meetings
The activity of various committees is a good indi­
cation of the progress of the Institute as a whole.
Since the annual meeting in October, 16 meetings 
of the following committees have taken place, execu­
tive committee ( 2) ,  board of examiners ( 2) , com­
mittee on professional ethics ( 1 ) , committee on pub­
lication ( 2), special committee on cooperation with 
stock exchanges (2), special committee on account­
ing procedure ( 3, one in conjunction with com­
mittee on ethics), special committee on inventories 
( 2, in conjunction with committee of American 
Petroleum Institute), special committee on cooper­
ation with other organizations ( 1 ), benevolent fund
( 1 ), special committee on governmental accounting 
( 1, informal luncheon of chairman, one member, and 
secretary). Members from the following cities have 
attended one or more of these meetings: Baltimore, 
Boston, Houston, Los Angeles, Newark, New York, 
Philadelphia, San Francisco, Urbana, Illinois. All 
members attend committee meetings at their own 
expense.
J. L. C.
NEWS OF LOCAL SOCIETIES
California
Los A n g e le s
The second annual joint meeting of the Los 
Angeles chapter of the California State Society 
of Certified Public Accountants and the 
Southern California chapter of the Robert 
Morris Associates was held on December 11th.
Chester A. Rude, national president of the 
Robert Morris Associates and chairman of the 
chapter committee on cooperation with certified 
public accountants, spoke on behalf of the bank 
credit men. William E. Ware, chairman of 
the Los Angeles chapter’s committee on co­
operation with the Robert Morris Associates, 
responded on behalf of the accountants.
Florida
The Florida Institute of Accountants held 
its semi-annual meeting on December 8th and 
9th at the Dixie Court hotel, West Palm 
Beach.
A movement was then initiated to promote a 
four-state meeting of public accountants to be 
held at Miami in June. The state societies of 
Alabama, Georgia and South Carolina would 
be invited to meet with the Florida Institute 
to discuss problems of common interest, ac­
cording to the plan.
At the opening session of the meeting a 
paper on "Compulsory audits of corporations” 
was read by I. J. Varnedoe, of Jacksonville. 
W. E. Keen read a paper by C. W. Fisher, 
of Palm Beach, on "Deposit guaranty funds 
as deductions for income-tax purposes.” Dur­
ing the afternoon session of the first day, A. S. 
Anderson, city manager of West Palm Beach, 
addressed the accountants on the scope of 
municipal audits, and C. C. Potter, of 
Orlando, spoke on "Lump-sum bidding.”
C. Cedi Bryant, of Ocala, and H. P. 
Andrews, of Tampa, members of the Florida 
state board of accountancy, during a session of 
the second day, told of activities of the state 
board. Reports were heard on the annual 
meetings of the American Institute of Account­
ant and the American Society of Certified Pub­
lic Accountants.
Idaho
The annual meeting of the Idaho Society of 
Certified Public Accountants was held at Boise 
in early December. Officers then elected are: 
James Munro, president; George B. Middle­
ton, vice-president; J. W. Robinson, secretary- 
treasurer; Willard J. Wilde, Edwin A. Wilson,
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Norman H. Young and Elmer W. Fox, direc­
tors.
Michigan
C e n t r a l  M ic h ig a n
C. J. Wagner, of Grand Rapids, consulting 
engineer, addressed members of the Western 
Michigan chapter of the Michigan Association 
of Certified Public Accountants at their meet­
ing at Grand Rapids on December 7th, on 
"Values of property”.
Minnesota
The Minnesotoa corporation code and state 
laws affecting the practice of accountancy were 
discussed at the December meeting of the 
Minnesota Society of Certified Public Account­
ants at St. Paul, December 19th. The prin­
cipal speakers were A. B. Christofferson, at­
torney, and Thomas J. Shannon.
Mississippi
The first issue of the Bulletin of the Missis­
sippi Society of Certified Public Accountants, 
to be published quarterly hereafter, made its 
appearance in December. The pamphlet con­
tains editorial articles of general and local 
interest and one signed article. Members of 
the society are listed geographically.
Missouri
St . L o u is
A hypothetical balance-sheet and auditor’s 
report, prepared for the occasion, was dis­
cussed at a joint meeting on December 14th 
of the St. Louis chapter of the Missouri So­
ciety of Certified Public Accountants and the 
St. Louis chapter of the Robert Morris Asso­
ciates.
Nebraska
Members of the Nebraska Society of Certi­
fied Public Accountants entertained bank offi­
cers at a dinner meeting at Omaha on Decem­
ber 22nd, devoted to discussion of problems 
of common interest to bankers and accountants. 
Among the questions for which answers were 
sought are: What should current assets in­
clude? What do bankers expect from account­
ants’ report as to valuations of fixed and cur­
rent assets? Should investments be reflected 
on financial statements as assets or deductions 
from liability or capital?
N ew  Jersey
"At the December meeting of the Society of 
Certified Public Accountants of the State of 
New Jersey, Judge Fred W. Stickel, Jr., presi­
dent of the New Jersey Building and Loan 
League, spoke on the subject of the federal 
home loan bank. The meeting was held De­
cember 18th at the Downtown club, Newark.
Six topics of current interest were discussed 
in open forum under the leadership of mem­
bers of the society. They were: "Federal 
taxes,” John J. Morgan; "National industrial 
recovery act,” Andrew Nelson "What bankers 
now expect in audit reports,” Leon Kranztohr; 
"Developments in building-and-loan audit pro­
cedure,” Lewis M. Sternrich; "Problems of the 
small accounting office,” James J. Hastings, and 
"The accountant looks into the future,” Harold 
A. Eppston.
Dr. Walter A. Simms spoke on "Account­
ancy problems in a changed economic order.” 
The evils of competitive bidding were dis­
cussed by James F. Hughes, William H. 
Compton and Robert E. Gulliver.
Oklahoma
The account of the annual convention of the 
Oklahoma Society of Certified Public Account­
ants, held at Tulsa, November 20th and 21st, 
which appeared in the Bulletin for December, 
failed to mention the address of Frank Wilbur 
Main, of Pittsburgh, who spoke on "Qualities 
necessary to make a successful certified public 
accountant.”
Oregon
At a meeting of the Oregon State Society of 
Certified Public Accountants at Portland, De­
cember 13th, competitive bidding was dis­
cussed, following a committee report con­
demning the practice. The report was not offi­
cially adopted, but in a statement of the vice- 
president, Ernest Farnand, it was said that the 
membership of the society was in sympathy 
with the committee’s conclusions. T. H. 
Carstensen delivered an address on the detec­
tion of fraud in accounts.
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Pennsylvania
P ittsb u r g h
William F. Marsh, of Pittsburgh, addressed 
members of the Pittsburgh chapter of the Penn­
sylvania Institute of Certified Public Account­
ants at a meeting on December 5th.
South Carolina
H. E. Gooding, of Columbia, was re-elected 
president of the South Carolina Association of 
Certified Public Accountants at a meeting on 
December 4th, at Columbia. O. P. Burke and 
Raymon R. Finch, both of Columbia, were 
elected vice-president and secretary-treasurer 
respectively.
Virginia
N o r f o l k
Plans for the formation of a Norfolk chap­
ter of the Virginia Society of Public Account­
ants, as authorized at the September meeting 
of the state organization, are in the hands of 
W. R. Tolleth and A. Vernon Sheffield. Ten­
tative by-laws have been drawn up and eligible
accountants in the district are being cir­
cularized.
R ic h m o n d
Under the auspices of the Richmond chap­
ter of the Virginia Society of Public Account­
ants, Baldwin B. Bane, chief of the securities 
division of the federal trade commission, spoke 
on the application of the federal securities act 
at a gathering of accountants, bankers and other 
professional men at Richmond on December 
15th.
Wyoming
The Wyoming Society of Certified Public 
Accountants held its annual meeting at Casper, 
on December 18th. Officers elected for the 
coming year are: W. B. Haselmire, president; 
T. E. Rogers, vice-president, and Edmonds 
Knittle, secretary-treasurer. Papers were pre­
sented by O. M. Cordle on "Th e national re­
covery act and the securities act,” by Karl B. 
Axt on "Cost accounting and the livestock in­
dustry” and by Edmonds Knittle on "Profit 
accounting.”
ANNOUNCEMENTS
Ralph G. Lucas and Thomas A. Dowd, un­
der the firm name of Lucas & Dowd, announce 
the opening of an office at 80 Federal street, 
Boston.
Robert Irving Fletcher, of Poughkeepsie, has 
been made controller of the Long Island Light­
ing company.
The admission of Philip Saunders, Jr., to the 
firm of Charles F. Rittenhouse & Co., Boston, 
is announced.
At a meeting of the Ohio hotel association, 
William J. Forster, New York, spoke on "How 
to audit accounts for alcoholic beverages.”
Scovell, Wellington & Co., announce the 
opening of an office in the Liberty Bank build­
ing, Buffalo.
Benjamin Harrow, of New York, is the 
author of an article entitled "Stock dividends 
in the administration of trusts,” in the Decem­
ber issue of the St. Johns College Law Review.
Reynold E. Blight, Los Angeles, addressed 
delegates to the state conference of school 
supervisors at Los Angeles, December 28th, on 
"The public and the public school.”
William B. Finlay, of Great Falls, Montana, 
served as chairman of the depositors’ commit­
tee at the daily sessions of the committee on 
organization of the Montana Bank & Trust 
Co. He recently addressed the Kiwanis club 
of Great Falls on "The use and care of our 
eyes.”
Joel Hunter, Jr., has been appointed to serve 
on the national affairs committee of the At­
lanta chamber of commerce. He recently ad­
dressed members of the Fulton county grand 
jurors' association at at Atlanta, not at Paducah, 
Ky., as reported.
W. E. Langdon, of Columbus, Ohio, spoke 
at a meeting of the Ohio State Association of 
Dyers and Cleaners at Columbus, December 
4th, on "How to execute and plan costs.”
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Examinations
The spring examinations of the American 
Institute of Accountants will be held on May 
17 and 18, 1934. Applicants for admission 
to the Institute who desire to sit for examina­
tion on those dates should file their appli­
cations prior to April 1st.
American Institute Benevolent Fund
The response to the request of the executive 
committee of the Institute that subscriptions 
to the new benevolent fund should be made 
by the membership has been gratifying, and the 
amount received and pledged is now between 
four and five thousand dollars.
Members will remember that the request was 
not for large donations but for smaller amounts 
to meet the needs which were expected to arise 
during the present year, and the hope was ex­
pressed that when business had improved there 
would be a substantial response to appeal so 
that a large capital fund could be created. 
This matter has been discussed again by the 
executive committee of the Institute and by the 
directors of the benevolent fund, and it has 
been decided that the question should be 
brought again before the members in the hope 
that further donations may be made.
This action of the committee and the di­
rectors is now reported to the members with a 
request that if it be convenient they make a 
further effort to increase the amount of the 
fund so that there may be no inability to meet 
the demands made for relief. The number of 
contributions in response to the first request 
was 212. It is noteworthy that many of the 
donations were of $5.00 or $10.00, and it is 
also satisfactory to know that most of the dona­
tions were from members and associates whose 
practices were not the largest in the country.
The committee and the directors feel that it 
is necessary merely to remind those who have 
not made contribution that their donations will 
be most acceptable at the present time.
Cheques should be made payable to the 
American Institute Benevolent Fund, Inc., and 
addressed to the secretary of the fund at 135 
Cedar Street, New York.
Cooperation with Stock Exchanges
Members of the American Institute of Ac­
countants, all certified public accountants in 
the country and other interested parties recent­
ly received a pamphlet containing the entire 
correspondence between the Institute and the 
New York stock exchange which led to the 
adoption by the exchange of a standard form 
of audit report or certificate.
Following final approval of the Institute’s 
recommendations by the stock exchange, the 
executive committee of the Institute authorized 
the publication of the correspondence and di­
rected that it be given wide circulation. The 
pamphlet relates the discussions from their 
formal beginnings in September, 1932, to 
January of this year. Extra copies are available 
at the office of the Institute at a price of 15 
cents each.
Elections
In the absence of protest the president has 
declared elected as of January 25th the follow­
ing members and associates, who had been 
recommended by the board of examiners and 
were approved by the council in a vote by mail 
ballot:
Advanced to membership:
Elliott D. Adams, Knoxville 
William L. Elkins, Richmond
Admitted as members:
Eugene E. Behnken, Savannah 
Richard S. Chamberlain, Boston 
Eric K. Ernest, New York 
Thomas C. Ferris, Great Falls 
Hugh D. Galusha, Helena 
Anton Gerharz, Billings 
Raymond H. Giesecke, Chicago 
August G. Heitman, Chicago 
Fillmore Horwich, Chicago 
David F. Houlihan, New York 
William Leslie, New York 
Bernis J. Meltzer, Cedar Rapids 
W . A. Mogensen, Chicago 
Robert J. Murphey, Chicago 
Joseph C. Myer, New York 
W ard B. Reynolds, New York 
Hugh M. Rush, Tulsa 
E. A. Schoeneberg, Madison 
Arthur C. Smith, St. Louis 
Harvey C. Stafford, New York 
William E. Stevens, Lenoir, N . C.
James C. M. White, Pittsburgh
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Douglas N . Wilson, Great Falls 
William R. W inn, Williamsport, Pa.
Ralph A. Young, Hartford
Admitted as associates:
George S. Cremer, New York 
Fred W . Grunwald, Milwaukee 
James McBean, Jr., New York 
George E. Simonds, Chicago 
A. M. Sorensen, Chicago 
Hyman H. Steinberg, New York 
William E. Wilkenloh, New York
Special Committee on State 
Corporation Laws
Recent changes in corporation laws of vari­
ous states and the inclusion in many of them 
of clauses directly affecting corporate accounts 
and presentation of financial statements have 
given rise to problems which will be the sub­
ject of study by a special committee on state 
corporation laws just appointed by the presi­
dent of the American Institute of Accountants.
In some instances literal compliance with the 
provisions of such laws would be at variance 
with generally accepted accounting procedure. 
The problem of the new committee will be to 
analyze the provisions of various statutes which 
affect corporate accounts and to study the possi­
bility of uniformity among the states.
The personnel of the committee follows:
Robert E. Payne, Chairman, Illinois
Edward Fraser, Missouri
David Himmelblau, Illinois
Homer L. Miller, Illinois
Hiram T. Scovill, Illinois
Philip S. Suffern, New York
Albert J. Watson, California
State Boards o f Accountancy
M in n e s o t a  
The election of Virgil J. Pedrizetti, of 
Duluth, to the Minnesota state board of ac­
countancy, was announced on January 24th. 
Oscar P. Strand, of Minneapolis, was elected 
chairman, and Lyle W. Hines, of St. Paul, was 
re-elected secretary-treasurer.
Lo u isia n a
Edward J. de Verges, of New Orleans, has 
been elected to the Louisiana state board of 
accountancy to fill the vacancy created by the 
retirement of Lanaux Rareshide.
William J. Greenwood
William John Greenwood, of New York, a 
member of the Institute since 1920 and for 
many years a member of the staff of the board 
of examiners, died on January 20th at the age 
of 64.
Mr. Greenwood was born in Manchester, 
England, and practised in that country on his 
own account until he entered government ser­
vice at the time of the great war. He then 
served in the department of the general auditor 
of the overseas military forces of Canada. Fol­
lowing the war he went to Canada, and shortly 
thereafter came to this country, where he prac­
tised on his own account until his death.
George T. Rosson
George T. Rosson, of Mobile, known as the 
dean of public accountants of Alabama, died 
on November 28th, 1933, after an illness of 
seven years. Mr. Rosson was a member of the 
first board of public accountancy appointed in 
Alabama. He had been a member of the Insti­
tute since 1926.
“Problems o f Interstate Practice”
A paper on "Problems of interstate practice,” 
presented by Will-A. Clader at a meeting of 
members of state boards of accountancy at New 
Orleans, October 16, 1933, in conjunction with 
the annual meeting of the Institute, has been 
distributed in pamphlet form by the Institute 
to all members of state boards of accountancy 
in the United States and to the secretaries of 
all societies of accountants.
Minnesota Chapter
The members of the Minnesota chapter of 
the American Institute of Accountants held 
their regular monthly meeting on January 11th 
at the Minneapolis club, Minneapolis, with 
members of the Minnesota tax commission as 
special guests.
G. E. Wallace, of the tax commission, dis­
cussed the application of the recently enacted 
state income-tax law. William A. Anderson, 
special investigator for the commission, dis­
cussed the taxation of intangibles.
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The officers of the chapter are: Emil Kroeger, 
president; A. M. Calmenson, vice-president; 
T. J. Shannon, secretary and treasurer; J. A. 
Boulay and A. O. Grover, directors.
Institute Member Given N . R. A. Post
Robert H. Montgomery of New York has 
been appointed chief of the division of research 
and planning of the national recovery adminis­
tration, succeeding Dr. Alexander Sachs, who 
recently resigned.
Colonel Montgomery served as president of 
the American Association of Public Account­
ants, the parent organization of the Institute, 
and was vice-president of the Institute for the 
term 1927-1928. He has served on both the 
council and the executive committee, as well 
as a number of technical and administrative 
committees. He is now chairman of the special 
committee on terminology.
His appointment presages an effort by the 
recovery administration to end the confusion 
which has resulted from the incorporation of 
accounting terms, without definition, into a 
number of codes of fair practice now in oper­
ation. As director of all economic and statis­
tical work of the recovery administration, it is 
expected that to Colonel Montgomery will fall 
the task of defining "cost of production” and 
of planning uniform accounting methods for 
industries operating under the same codes. The 
appointment of an internationally recognized 
authority on accounting procedure for this work 
is hailed with approval by the many whose prac­
tice is affected by the industrial planning of 
the administration.
Colonel Montgomery is a former president of 
the New York State Society of Certified Public 
Accountants. He acted as president of the 
third international congress on accounting held 
in New York in 1929, and represented Ameri­
can organizations at the fourth international 
congress at London in July, 1933.
Louis H. Rosoff, New York, is a member 
of the committee on national affairs of the 
National Republican club, of New York, and 
a member of the executive committee of the 
Mt. Vernon, New York, Republican club.
Officers Visit Western Societies
John F. Forbes, president, and John L. 
Carey, secretary, of the American Institute of 
Accountants attended meetings of local so­
cieties of accountants in six western cities be­
tween January 24th and February 5th.
Los A n g e l e s
The secretary of the Institute left New York 
on January 22nd and arrived at Los Angeles 
on the 24th. Joseph A. Garrett, president of 
the Los Angeles chapter of the California State 
Society of Certified Public Accountants, had 
arranged a meeting of the chapter for that even­
ing at the Los Angeles athletic club. About 
50 members of the chapter were present. Mr. 
Garrett presided and introduced the secretary 
of the Institute, who spoke for about forty-five 
minutes on recent events affecting accountancy, 
related to the securities act, the national re­
covery administration, the New York stock ex­
change and the treasury department. He out­
lined only briefly the current activities of the 
Institute, with the explanation that President 
Forbes had covered this subject completely at 
a recent meeting in Los Angeles. Following 
the address there were questions about restric­
tive legislation and interstate practice.
Sa n  F ra n c isc o
At San Francisco the secretary met Mr. 
Forbes on January 26th. The officers of the 
Institute attended a meeting of the San Fran­
cisco chapter at the St. Francis hotel in the 
evening of the 26th, immediately before which 
Norman L. McLaren had entertained them and 
a group of members of the Institute at the 
University club. Judson E. Krueger, president 
of the San Francisco chapter, presided at the 
general meeting, which was attended by about 
75 persons. The president and secretary of the 
Institute described the current activities of the 
organization and emphasized recent accom­
plishments of several of its committees.
P o r t l a n d
On Monday, January 29th, Messers. Forbes 
and Carey flew to Portland, Oregon. They 
were met at the airport by William Whit­
field, former member of the council of the In­
stitute, and Arthur Berridge, a member of the 
special committee on cooperation with bankers.
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John Y. Richardson, member of the special 
committee on development of the Institute, 
who had arranged for the reception of the 
president and secretary was unavoidably absent 
at the time of their arrival. Messrs. Forbes 
and Carey were entertained at dinner at the 
Arlington club by H. W. McIntosh, president 
of the Oregon Society of Certified Public Ac­
countants, in company with a group of Institute 
members.
In the evening of January 30th the president 
and the secretary attended a dinner meeting of 
the Oregon Society of Certified Public Ac­
countants at the Benson hotel, at which were 
present about 25 accountants and 15 members 
of the Robert Morris Associates, who had been 
invited as guests of individual certified public 
accountants of the city. Mr. McIntosh pre­
sided. The president and secretary of the 
Institute were called upon to speak about the 
work of the national organization. Following 
the meeting the secretary conferred with A. R. 
Sawtell, secretary of the Oregon state board of 
accountancy, on matters related to C. P. A. ex­
aminations.
Sea t t l e
On January 31st Messrs. Forbes and Carey 
proceeded to Seattle where they were met by 
James M. McConahey, a former vice-president 
of the Institute, and Rodney D. White, a mem­
ber of the Institute’s special committee on de­
velopment of the Institute. In the afternoon 
the secretary conferred with Paul R. Stout, 
chairman of the Washington state board of ac­
countancy, on questions arising in the conduct 
of the C. P. A. examinations. In the evening 
the president and the secretary attended a meet­
ing of the Washington State Society of Certified 
Public Accountants, at which J. E. Chambers, 
president of the Society, presided. About 35 
members of the society were present. Mr. 
Chambers rendered a report on the new ac­
countancy act which had been signed by the 
governor a few days before, and the president 
and the secretary of the Institute spoke on cur­
rent problems of the profession and the activi­
ties of the national organization.
Sa l t  La k e  Cit y
On February 1st the officers of the Insti­
tute flew to Salt Lake City. On the following 
day they were guests at a luncheon at the 
Alta club, attended by 15 members of the
Institute in Salt Lake City. Mr. Forbes spoke 
informally about the international congress on 
accounting at London in July, 1933. During 
the luncheon the fact was brought out that Salt 
Lake City contains a larger proportion of 
members of the Institute in relation to the 
number of eligible certified public accountants 
than any other city of equal or greater popu­
lation.
In the evening of February 2nd the Insti­
tute’s officers attended a dinner meeting of the 
Utah association at the Hotel Utah. About 30 
persons were present. During the dinner there 
was musical entertainment. Roy C. Abbey 
presided and called upon J. B. Scholefield, a 
former resident of Salt Lake City, for a few re­
marks. The president and the secretary of the 
Institute were then introduced and told of the 
efforts of the Institute on behalf of all prac­
titioners of accountancy.
D e n v e r
On February 3rd Messrs. Forbes and Carey 
flew to Denver.
On the morning of February 5th Mr. Forbes 
delivered an address before students of the 
school of commerce of the University of Den­
ver on "Business ethics”. Messrs. Forbes and 
Carey were entertained at luncheon at the Den­
ver club by the directors of the Colorado so­
ciety. Members of the legislative committee 
of the society were also present, and there was 
discussion of restrictive legislation. In the 
afternoon there was a dinner meeting at the 
Denver athletic club attended by about 40 per­
sons, including Bert C. Halvern, revenue agent 
in charge of the district, who spoke on treas­
ury decision 4416 requiring affidavits of ac­
countants who prepare income-tax returns for 
clients. Allan Redeker, president of the Colo­
rado society of Certified Public Accountants, 
requested Clem W. Collins, member of council 
of the Institute, to introduce the officers of the 
Institute. Following their addresses there 
were questions on restrictive legislation, and 
upon requirements for admission to the Insti­
tute.
On February 6th the president of the Insti- 
tute spoke at a luncheon of the Lions club of 
Denver. Mr. Forbes’ topic was "Government 
regulation of business from the viewpoint of 
the accountant”. Members of the Colorado so­
ciety were guests at the luncheon.
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Audits Required in Proposed 
Regulation o f Securities Market
The Fletcher-Rayburn bill for the regulation 
of securities markets, introduced into the sen­
ate and the house of representatives on Feb­
ruary 9th, contains provisions which would re­
quire issuers of securities registered on any 
national exchange to file periodic reports of 
financial condition certified by independent 
public accountants.
The bill prescribes as a requisite for registra­
tion on an exchange "the filing with such ex­
change and with the federal trade commission 
such undertakings, information and documents 
as the commission may by its rules and regu­
lations require in the public interest and for the 
protection of investors, together with such ad­
ditional undertakings, information and docu­
ments as the exchange may require.” It then 
specifies that the commission shall require of 
the issuer and its affiliates balance-sheets and 
profit-and-loss statements for preceding years 
certified by independent public accountants.
The sections of the bill dealing with annual, 
quarterly and monthly reports of condition re­
quired of the issuer follow:
"Every issuer of a security registered on a 
national securities exchange shall file with the ex­
change and with the commission, in accordance with 
rules and regulations to be prescribed by the 
commission and in such form and in such detail 
as the commission may by rules and regulations pre­
scribe in the public interest and for the protection 
of investors—
1. Such information and documents as the com­
mission may require to keep reasonably current the 
information and documents filed pursuant to section
11 (information filed as a requisite to registration) ;
2. Annual and quarterly reports, including, 
among other things, a balance-sheet and profit-and- 
loss statement certified by an independent public ac­
countant ;
3. Monthly reports including, among other things, 
a statement of sales or gross income;
4. Such other reports and at such times as the 
commission may by rules and regulations prescribe 
in the public interest and for the protection of in­
vestors or with a view to insuring that the security­
holders’ interests shall not be prejudiced by the use 
of information for the advantage of any special 
group or interest.
"The failure of an issuer to register information,
documents, or reports as required by this section 
shall be ground for the removal of any of its securi­
ties from a national exchange by the exchange or by 
the commission.”
Regarding the accounts and records required 
to be kept by the exchanges and their members 
and other persons doing business through the 
marketing of securities, the bill prescribes as 
follows:
"Every national securities exchange, every member 
thereof, every person transacting a business in securi­
ties through the medium of such member, every 
dealer making or creating a market for securities 
through the mails or the use of any means or in­
strumentality of interstate commerce, shall make, 
keep and preserve such accounts, correspondence, 
memoranda, papers, books, and other records and 
make such reports as the commission by its rules 
and regulations may prescribe. The accounts, corre­
spondence, memoranda, papers, books and other rec­
ords of such persons shall be subject at any time or 
from time to time to such periodic, special, or other 
examination by examiners or other representatives 
of the commission as the commission may deem nec­
essary and appropriate, and the cost of such ex­
aminations, including the compensation of the ex­
aminers, shall be fixed by the commission and paid 
by the person examined. Any representative of the 
commission designated by it shall have access to the 
premises or any part thereof of any national securi­
ties exchange and the right to attend any meeting 
or proceeding of the exchange or any committee 
thereof.”
Liability for misleading statements in infor­
mation required under the proposed act is set 
forth as follows:
Any person who shall make, or any person, in­
cluding any director, officer, accountant or other 
agent of such person, who shall be responsible for the 
making of any statement in any application, report 
or document filed with the commission, which 
statement is, in the light of the circumstances under 
which it was made, false or misleading in respect of 
any matter sufficiently important to influence the 
judgment of an average investor shall be liable to 
any person (not knowing that such statement was 
false or misleading) who shall have purchased or 
sold a security the price of which may have been 
affected by such statement, and the person injured 
may sue in law or in equity in any court of com­
petent jurisdiction for the damages caused by such 
statement, unless the person sued shall sustain the
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burden of proof that he acted in good faith and in 
the exercise of reasonable care had no ground to be­
lieve that such statement was false or misleading.
"Every person who becomes liable to make any 
payment under this section may recover contribution 
as in cases of contract from any person, who if sued 
separately, would have been liable to make the same 
payment, unless the person who has become liable 
was, and the other was not, guilty of fraudulent 
misrepresentation.
"No action shall be maintained to enforce any 
liability created under this section unless brought 
within two years after the discovery of the violation 
upon which it is based.”
The federal trade commission would be giv­
en authority under the act to prescribe the form 
or forms in which the required information 
would be set forth and the items or details to 
be shown in the balance-sheets and earnings 
statements. It would also be authorized to pre­
scribe the methods to be followed in the 
preparation of accounts, in the appraisal or 
valuation of assets and liabilities, in the de­
termination of depreciation and depletion, in 
the differentiation of recurring and non-recurr­
ing income, in the differentiation of investment 
and operating income, and in the preparation, 
where the commission deemed it necessary or de­
sirable, of consolidated balance-sheets or in­
come accounts of any person directly or in­
directly controlling or controlled by the issuer, 
or any person under direct or indirect common 
control with the issuer. The information con­
tained in or filed with any report, application 
or document would be made available to the 
public under regulations prescribed by the com­
mission.
R e c o m m e n d a t io n s  o f  20t h  C e n t u r y  F u n d
The proposals for federal regulation of 
securities markets, submitted to President 
Roosevelt on February 8th by the Twentieth 
Century Fund, include recommendations for the 
enactment of a federal incorporation law for 
companies doing interstate business, with pro­
visions for minimum standards of corporate 
accounting and reporting.
Alfred L. Bernheim, director of the securi- 
ties-market survey, during the course of an in­
vestigation which extended over three months, 
consulted with the American Institute of Ac­
countants on accounting questions.
The proposals for corporate accounting and 
reporting follow:
"1. Every corporation should be required to ad­
here to the minimum standards and conditions estab­
lished by the federal incorporation act, to disclose 
the accounting methods it employs, and to declare 
whether or not their application is consistent from 
year to year.
"2. Every corporation should be required to em­
ploy an independent auditor elected by the stock­
holders.
”3. It should be required to publish promptly 
annual and quarterly income statements, annual bal­
ance-sheets and quarterly statements of current as­
sets and liabilities in accordance with the minimum 
standards to be established by the act, and the ad­
ministrative regulation to be imposed by the federal 
trade commission.
" 4 . It should be required to publish monthly lists 
of its officers and directors together with the number 
of shares of each class of its stock standing in the 
name of each such officer and director as of the last 
day of the month next preceding publication.”
According to the recommendations, the 
securities exchanges would be required to pub­
lish monthly the number of accounts of all 
member firms and a combined member-firms’ 
balance-sheet.
C u r r e n t  A u d its o f  Listed  C o r po r a t io n s
Statistics recently released by the New York 
stock exchange indicate that the 1933 annual 
reports of more than 92 per cent. of its "ac­
tive” listed corporations, excluding railroads 
and foreign issuers, will be certified by inde­
pendent public accountants.
This forecast is based upon an analysis o f 
the returns for the year 1932. In that year, 
excluding only foreign issuers, 84 per cent. of 
the listed companies employed independent 
public accountants to prepare their annual state­
ments. Excluding the railroads also, the figure 
rises to 92 per cent. It is expected that as a 
result of the activities of the stock list com­
mittee during the past year, the percentage of 
independently audited companies filing reports 
for the year 1933 will show a material increase 
over the figures for the previous year.
In 1931, excluding foreign issuers and rail­
roads, 88 per cent. of the active companies en­
gaged independent auditors. Excluding only 
foreign issuers, the total was 80 per cent.
On January 1, 1934, there were 1,371 issuers 
with securities listed on the exchange, or 1,157 
exclusive of foreign and United States govern­
ment issuers.
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Following is the text of treasury decision 
4416, requiring taxpayers to indicate in filing 
returns whether or not any person was em­
ployed to prepare the return or to render ad­
vice in its preparation; and requiring in cases 
where the return was actually prepared by an 
accountant or other advisor that the accountant 
or agent execute an affidavit to be attached to 
the return:
Requirements applicable to returns under title I, 
revenue act of 1932, as amended, for the calendar 
year 1933 and succeeding taxable periods.
Treasury Department, 
Office of Commissioner of Internal Revenue, 
Washington, D. C.  
To collector of internal revenue and others con­
cerned:
Every income return for the calendar year 1933 
and succeeding taxable periods shall contain a state­
ment by the taxpayer showing—
( 1 ) Whether or not any person or persons were 
employed either to prepare or to advise in the 
preparation of the return;
(2) The name and address of the person or per­
sons so employed (if any) and the extent to which 
assistance or advice was received.
If the taxpayer merely received advice from some 
other person or persons in the preparation of the 
return a statement showing the name and address 
of the advisor and the items with respect to which 
advice was received by the taxpayer will be sufficient.
If the return was actually prepared by any person 
or persons other than the taxpayer, there shall be 
attached to and made a part of such return a state­
ment, sworn to by such person or persons, affirming 
that such person or persons prepared the return, that 
the information set out in the return and accomp­
anying schedules, if any, correctly and truly repre­
sents the information furnished or discovered by 
such person or persons during the course of prepara­
tion of the return, and that such information is true 
to the best of his or their information and belief.
Printed forms in accordance with the foregoing 
are being forwarded to collectors of internal revenue 
for distribution and use in connection with the re­
turn forms for the calendar year 1933. A type­
written form, if otherwise meeting the requirements 
herein prescribed, will be acceptable. The com­
pleted form, whether printed or typewriten, must 
be firmly attached to the return as a part thereof.
Accountants and Income-Tax Returns G u y  T .  H e l v e r in g ,
Commissioner of internal revenue 
Approved January 15, 1934:
H . M o r g e n t h a u , J r .,
Secretary of the treasury.
Following is a notice to taxpayers promul­
gated by the commissioner of internal revenue, 
including a form of affidavit to be executed 
by attorneys or advisors:
This form should be executed and filed as a part 
of individual income-tax form 1040 for the calendar 
year 1933. If you merely received advice from some 
person or persons employed to assist in the prepara­
tion of the return, the name and address of your 
advisor, together with a statement showing the ex­
tent to which such assistance or advice was received, 
is sufficient. If your return was actually prepared by 
any such person or persons, this form must be signed 
and sworn to by such person or persons.
Did you employ anyone especially to prepare or 
advise in the preparation of your income return for 
the calendar year 1933? (Answer "Yes” or "N o” )
............................ If so, give name and address of
such person or persons and state to what extent 
such assistance or advice was received.
I, acting a s .........................................for the hereto
We, (Attorney or advisor)
subscribed taxpayer, affirm that I prepared the return,
we
that the information set out in the return and ac­
companying schedules, if any, correctly and truly 
represents the information furnished or discovered by 
me during the course of preparation of the return, 
us
and that such information is true to the best of 
my information and belief.
our ........................................................
(Attorney or advisor)
Sworn to and subscribed before me this ...................
day o f ........................, 19 . . .   
(Notarial seal) ..........................................................,
(Signature of officer administering oath)
(Title)
The Institute’s committee on federal legisla­
tion has given consideration to this matter and 
numerous expressions of opinion from mem­
bers of the Institute have been received.
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It appears to be the consensus of opinion 
among accountants that the request is not an 
unreasonable one, but that there may be prac­
tical difficulties in its application.
Concern has been expressed partly because 
the form of the affidavit might imply that an 
accountant accepted more responsibility than he 
should properly assume when he had pre­
pared a return, without verification of the con­
stituent items, merely on the basis of memo­
randa furnished by the client. The Institute’s 
committee on federal legislation has asked the 
commissioner of internal revenue whether or 
not the form of affidavit may be altered by in­
clusion of additional qualifications when ac­
countants desire to add them so as to set forth 
clearly the nature of the advice and assistance 
rendered to taxpayers in preparation of the 
income-tax return.
Most accountants have assumed up to date 
that the treasury will not refuse to accept re­
turns in these circumstances and are planning 
to vary the form of affidavit when it seems 
necessary to do so.
As a measure of protection to the accountant 
it has been suggested that he request the client 
to hand him a copy of the return, duly 
executed, to be filed with the accountant’s 
working papers, in order to guard against pos­
sible alteration of the return after it leaves the 
accountant’s possession.
In cases where the return is not based upon 
a complete audit it has been suggested that the 
accountant address to his client a registered 
letter carefully defining the extent to which 
the accountant accepts responsibility for the ac­
curacy of the items in the return. Memoranda 
of oral discussion with clients should be made 
and filed immediately after such discussion.
The question of accountants’ liability in sign­
ing the affidavit under T. D. 4416 has been 
the subject of informal legal opinion. It has 
been stated that there is no civil liability under 
any of the revenue acts because of negligent 
action by persons who prepare returns for 
others. On the other hand, if in fact there 
is collusion between the taxpayer and the per­
son preparing the return, the fact that the re­
turn is not signed by the person who prepares 
it has nothing to do with the question of his 
criminal liability under the revenue act and 
other existing federal statutes. Such person 
may be proceeded against by indiament for
fraud or conspiracy even though he has made 
no statement under oath.
It has been reported that local collectors have 
in a few instances interpreted the provisions of 
T. D. 4416 as applicable to returns for fiscal 
years ended in 1933. Under the phraseology of 
the decision, however, it appears clearly to 
apply only to returns for the calendar year 1933 
and succeeding taxable periods and it is be­
lieved that the decision will be so interpreted 
officially.
Recent Accounting Publications
The proceedings of the fourth international 
congress on accounting, held at London, July 
17th to 21st inclusive, 1933, have been 
published in book form. The volume con­
tains the text of the twelve papers submitted 
at the congress and the discussions that fol­
lowed, and lists the delegates from the 49 
societies represented and the 79 visitors. Lord 
Plender, president of the congress, and Sir 
James Martin, vice-president, contribute a fore­
word describing the events that led to the 
meeting.
"Methods and forms for use in unit-cost 
studies in colleges and universities” is the sub­
ject of a bulletin recently published by the 
national committee on standard reports for in­
stitutions of higher education. The suggested 
forms and methods are offered for criticism and 
have not the final recommendation of the com­
mittee.
The national committee was organized in 
1930 at the suggestion of the United States 
office of education. Its purpose is to formulate 
principles to be followed in the preparation of 
financial and statistical reports of universities 
and colleges. Lloyd Morey, comptroller of the 
University of Illinois and member of the 
American Institute of Accountants, is chairman 
of this national committee.
A copy of the Nouvelle Instruction by 
Ympyn, published in 1543, one of the two 
volumes of this work known to exist, has 
been presented to the library of the Univer­
sity of California, it was recently announced. 
The work is of interest because it was the first 
book in the French language treating of double­
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entry bookkeeping and served to introduce the 
science to northern Europe. The other volume 
is in the library of the British Museum in 
London.
N. A. C. A. Committee Suggests Cost 
Provision for Codes
A standard provision, banning sales below 
cost, for incorporation in industrial codes under 
the N. I. R. A. has been advanced by a special 
committee of the National Association of Cost 
Accountants and approved by the directors of 
that organization. The committee’s report has 
been released to the association’s chapters 
throughout the country for discussion. The 
suggested provision is as follows:
"It shall be an unfair method of competition for 
anyone coming under the provisions of this code to 
sell or exchange products or services at a price or 
upon such terms and conditions as will result in the 
customer paying less than the fair and reasonable 
cost, as determined on the basis of a system of cost 
accounting to be formulated by the code authority.”
Cost is defined for this purpose as the sum 
of materials or merchandise at current replace­
ment cost, plus actual wages for direct and in­
direct labor, plus factory burden distributed on 
a basis of utilization of plant facilities for the 
industry as recommended by the code authority, 
plus selling, advertising, administration, ware­
housing, transportation, collection and all other 
costs and expenses involved in selling, dis­
tributing and delivering the merchandise, in­
cluding in burden or expense allowances for 
depreciation and/or depletion and/or obsole­
scence and/or amortization, computed accord­
ing to the rates and upon bases acceptable for 
federal income-tax purposes.
The report recommends that sales below cost 
be permitted so as to allow the manufacturer 
to meet the prices of competitors who do not 
violate the code, and suggests exceptions for 
particular industries to govern seconds, dropped 
lines, etc.
In preparing the recommendations, it was the 
consensus of the committee that:
1. In no event should a definition of cost produce 
less than the total delivered cost.
2. The cost accounting questions involving meth­
ods of distributing overhead, absorbing fixed charges, 
including interest on investment and other debatable 
points, should not be comprehended in a code but
should be worked out by the particular code authori­
ties. It is their belief that the question of how sales, 
administrative and all of the other expenses, which 
are so difficult of apportionment, should be applied, 
can well be a matter to be determined by the indus­
try itself, with government approval, and in all prob­
ability, if done uniformly, will substantially serve the 
purpose.
3. The making of this recommendation by the 
committee does not imply any opinion as to the prac­
ticability or impracticability of this clause to accomp­
lish either minimum selling prices or cost reduction.
4. In making this recommendation the committee 
has given no consideration to, either for or against, 
the clause granting exceptions. It is included as a 
practical consideration in obtaining agreement among 
all members of the industry rather than as a justi­
fiable principle in theory.
The committee making the report is com­
posed of H. E. Howell, chairman, Eric A. 
Camman, C. R. Stevenson and C. O. Welling­
ton, two of whom are members of the Insti­
tute.
An analysis of the cost provisions of 152 
codes is made in an article published under 
date of January 15th in the Bulletin of the 
National Association of Cost Accountants. Eric 
A. Camman, the author, concludes with the fol­
lowing observation:
"After perusing these diverse clauses, one wonders 
whether it would not be far better to place the 
main reliance for preventing price cutting upon pro­
cedure for the orderly and regular filing of prices, 
leaving it to be the subject of fair and impartial 
investigation should it develop that any price pub­
lished appears ridiculously low and perhaps below 
cost. This is the nature of the provision in the steel 
code, in which the power is vested in the code 
authority to examine into costs in any case in which 
the circumstances warrant.
"If an additional clause prohibiting sales below 
cost is to be included in codes, then it should be 
along the lines of the few provisions wherein the 
limit is set at or toward the lower end of the range 
of costs, or at the lowest cost based on representative 
plants or possibly best of all, at a representative 
cost to be determined by the industry with the con­
sent of the administration with due regard for all 
just rights and needs. It would be desirable, how­
ever, not to rely solely upon such clauses for cost 
protection, but to include as well suitable price- 
filing or publishing provisions.”
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After house bill No. 23 had been tabled in 
committee of the legislature of the state of 
Washington, as announced in the January Bul­
letin, it was suddenly re-introduced, passed 
both houses of the legislature and was signed 
by the governor, in spite of the protests of the 
Washington State Society of Certified Public 
Accountants.
The new act has no effect upon the C. P. A. 
law of the state but provides for the issuance 
of licenses to practise public accountancy to any 
citizen of the United States over twenty-one 
years of age and of good moral character, who 
submits satisfactory evidence that he has been 
in practice as a public accountant for a period 
of three years either before or after passage 
of the act. Recipients of such licenses are 
authorized to use the designation "Licensed 
public accountant.”
AN ACT RELATING TO THE PRACTICE OF PUBLIC 
ACCOUNTANCY; PROVIDING FOR THE LICENSING OF 
PUBLIC ACCOUNTANTS AND DECLARING AN EMER­
GENCY.
Be it enacted by the Legislature of the state of Wash­
ington:
SECTION 1 . The following words have in this 
act the significance attached to them in this section 
unless otherwise apparent from the context:
(a) "Director of licenses” means the state official 
holding the office by that title under the provisions 
of the administrative code (chap. 7, Laws of 1921).
(b) "Practising public accountancy” or "The 
practice of public accountancy.” A person, either 
individually, or as a member of a firm, partnership 
or association, shall be deemed to be practising pub­
lic accountancy or in the practice of public account­
ancy, within the meaning and intent of this act:
1 . W ho holds himself out to the public in any 
manner as one who is skilled in the knowledge, 
science and practice of accountancy, and as qualified 
to render professional service therein as a public 
accountant for compensation; or
2. W ho maintains an office for the transaction of 
business as a public accountant, or who, except as an 
employee of a public accountant, practices account­
ancy, as distinguished from bookkeeping, for more 
than one employer; or
3. W ho offers to prospective clients to perform 
for compensation or who does perform on behalf of 
clients for compensation, professional services that
N ew  Accountancy Act in W ashington involve or require an audit or verification of financial 
transactions and accounting records; or
4. W ho prepares or certifies for clients, reports 
of audits, balance-sheets, and other financial, account­
ing and related schedules, exhibits, statements, or 
reports which are to be used for publication or for 
credit purposes, or are to be filed with a court of 
law or with any other governmental agency, or for 
any other purpose; or
5. W ho in general or as an incident to such 
work, renders professional assistance to clients for 
compensation in any or all matters relating to ac­
countancy procedure, and the recording, presentation 
and certification of financial facts.
(c) A "licensed public accountant” is a person 
duly licensed and authorized under this act to en­
gage in the practice of public accountancy, and use 
the designation "licensed public accountant.”
(d ) Male gender shall include female gender.
SEC. 2. License to practice as a public account­
ant shall be granted to any citizen of the United 
States or to any other person who within five years 
next preceding the date of application has duly de­
clared his intention of becoming such citizen, who is 
over twenty-one years of age, of good moral char­
acter and who submits evidence satisfactory to the 
director of licenses that he has been in practice as 
a public accountant or in the employ of a public 
accountant for a period of three years either before or 
after the passing of this act, such application to be 
accompanied by payment of a fee of $25.00 to the 
state treasurer.
SEC. 3. Any license to practise as a public ac­
countant hereafter issued may be revoked in the 
manner hereinafter provided for any one or more 
of the following reasons:
( 1 ) Fraud or deceit in obtaining such license or 
registration;
( 2 ) Conviction of a felony, as shown by a cer­
tified copy of the record of conviction;
(3) Conviction of any crime, an essential ele­
ment of which is dishonesty or fraud;
(4 ) Proof of knowingly certifying to any false 
or fraudulent report, certificate, exhibit, schedule or 
statement.
(5 ) Proof of gross carelessness or incompetence 
in performing services as a public accountant.
SEC. 4. Whenever there shall be filed with the 
director of licenses any written complaint duly veri­
fied by the oath of the complainant charging that 
the holder of the license to practice as a public 
accountant, has been guilty of any act or omission 
which would justify the revocation of the license
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as in this act provided, the director of licenses shall 
request the governor to appoint, and the governor 
shall appoint, two persons, each of whom shall have 
been duly licensed under this act to practice as a 
public accountant, who, with the director of 
licenses, shall constitute a committee to hear and 
determine the charges. The decision of any two 
members of such committee shall be the decision of 
the committee. If, under the decision of the com­
mittee the charges are sustained the committee shall 
determine whether the license shall be revoked or 
suspended, and if suspended, the period of suspen­
sion. Notification of revocation or suspension shall 
be given by the director of licenses in accordance 
with the decision of the committee and the revoca­
tion or suspension noted on the records of the office 
of the director of licenses.
SEC. 5. Any person whose license to practice as 
a public accountant has been revoked may, after one 
year from the date of such revocation, make appli­
cation for reinstatement to all the rights and privi­
leges under the original license to practice as a pub­
lic accountant. Application for reinstatement shall 
be referred to a committee appointed and composed 
as provided herein to hear charges. The committee 
may, by majority vote, order the reinstatement, in 
which event the director of licenses shall notify the 
applicant of his reinstatement to practice as a public 
accountant.
SEC. 6. Licenses to practise as public accountants 
shall expire on the 30th day of June following the 
date of their issuance, and shall be invalid there­
after unless renewed by the payment of an annual 
license fee of $2.00 to the state treasurer, who shall 
deposit the fee in the state treasury to the credit of 
the general fund and issue to the applicant an 
original receipt therefor and furnish the director of 
licenses with a duplicate receipt and the director of 
licenses shall forthwith issue to the applicant entitled 
thereto a renewal license: Provided, That the licenses 
issued between January 1st and June 30th of any 
year shall not expire until June 30th of the year 
following.
SEC. 7 . If any section or provision of this act 
shall be adjudged to be invalid or unconstitutional, 
such adjudication shall not affect the validity of the 
act as a whole or any section, provision, or part 
thereof not adjudged invalid or unconstitutional.
SEC. 8. This act is necessary for the public peace, 
health and safety, and for the support of the state 
government and its existing public institutions and 
shall take effect immediately.
National Committee on Municipal 
Accounting
The National Committee on Municipal Ac­
counting was organized at a meeting in Chi­
cago, January 6th, with Frank J. Flanagan, rep­
resentative of the Municipal Finance Officers’ 
Association, chairman, and Lloyd Morey, repre­
sentative of the American Institute of Account­
ants, vice-chairman.
The organization of this committee is the 
first effort on a national scale to establish prin­
ciples and standards for municipal accounting 
and actively promote their use. Its members 
represent the leading professional societies of 
public accountants, instructors in accountancy 
and public finance officers. Each of these or­
ganizations has a sub-committee on municipal 
or governmental accounting with which its rep­
resentative on the national committee may con­
fer. It is expected that it will take three years 
to carry through the program adopted.
The proposed activities of the committee in­
clude the following:
A comprehensive statement of the history and 
present state of municipal accounting and reporting.
An outline of general principles of municipal 
accounting.
A program for municipal audits.
A classification of funds.
A classification of expenditures and revenues.
A classification of assets.
A classification of liabilities.
The kinds and contents of municipal financial re­
ports.
Forms of schedules for municipal financial reports.
The technique of accounting procedure.
A statement of general principles on which the 
fiscal organization and management of a municipality 
should be based.
Qualifications of accounting officials and employees.
A bibliography of municipal accounting.
Principles of municipal unit cost accounting.
Recognizing that there has long been a need 
for a concise statement of the general principles 
of municipal accounting, the national commit­
tee, at its first meeting, adopted tentatively cer­
tain principles as a guide to their activities. 
These principles are:
1. The accounts should be centralized under the 
direction of one officer, who should be made re­
sponsible for keeping or supervising the keeping of
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all financial records, and preparing all financial re­
ports.
2. The general accounting system should be on a 
double-entry basis with a general ledger maintained 
in accordance with the following principles:
a. The accounts should be classified in balanced 
fund groups.
b. Asset accounts for permanent property not 
available to meet expenditures or obligations should 
be segregated from other fund assets and the equity 
represented by them not included in the current sur­
plus of any fund.
3. The following classification of funds is recom­
mended.
a. General fund.
b. Special revenue funds.
c. Utility funds.
d. Bond funds.
e. Special assessment funds.
f. Trust and pension funds.
g. Agency funds.
h. Sinking funds.
4. The general accounting system should include 
budgetary control accounts of revenues, expenditures, 
appropriations, and encumbrances.
5. Revenue should be accounted for through the 
budgetary control accounts. If revenue is accounted 
for on an accrual basis by taking into the accounts 
each item when it becomes due or a bill is issued for 
it, the reports sohuld be prepared on that basis. In 
this case suitable provision should be made for pos­
sible losses through inability to collect. If revenue 
is accounted for on a cash basis, meaning that an 
item is considered revenue only when it is collected 
in cash, the reports should be prepared on that basis. 
In either case, all items of a non-revenue character 
should be excluded from reports of revenue. Rev­
enues should be classified by fund and by source, in 
accordance with standard classifications.
6. Expenditures should be accounted for through 
the budgetary control accounts and on such a basis 
as to take into the accounts all material used or 
services rendered during a given period. Suitable 
provision out of the appropriations of the current 
period should be made for encumbrances for which 
material or services are not yet received or rendered. 
Expenditures should be classified by fund, by depart­
ment, and by activities, and by object if desired, in 
accordance with standard classifications.
7 . There should be a system of unit cost account­
ing in which costs are allocated to the various activi­
ties in the respective departments. This system 
should be co-ordinated with the general accounting 
system.
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8. There should be inventory records of both 
consumable and permanent property, and the records 
of property should be subsidiary to and controlled 
by accounts in the general accounting system. The 
asset accounts of property should be maintained on 
the basis of original cost, or estimated cost if the 
original cost is not available, or in the case of gifts, 
the appraised value at the time received. If current 
valuations are desired, for insurance or statistical 
purposes, they should be computed independently 
from the books and not carried into the accounts. 
It is not considered necessary to account for depre­
ciation of general municipal property, except for 
unit cost purposes, unless cash can legally be set 
aside for replacements.
9. The accounting for public utilities or other 
business enterprises operated by the city should fol­
low the standard procedure employed by similar 
enterprises under private ownership. The account­
ing for public institutions such as colleges, hospitals 
and libraries should follow the standard procedure 
employed by such class of institutions.
The secretary of the committee issued the 
following statement shortly after the organiza­
tion meeting:
"Municipalities generally have an independent 
audit either by state officials or by private account­
ants. One hundred and eighty-seven cities in the 
United States recently reported their practice with 
respect to independent audits. Of the 187 cities, 46 
reported that there was no annual or regular audit; 
33 reported an audit was made by some state agency 
although two or three years might elapse between 
periods; and 108 reported that periodic audits were 
made by independent private agencies. Many of 
these audit contracts are awarded on the basis of 
bids, and the work is given to the lowest bidder 
whether or not he may have the best qualifications 
for the job. A standard program for municipal audits 
is badly needed and will be developed by the 
National Committee on Municipal Accounting.
"Greater importance must be given to the organiz­
ation and personnel of the finance department of 
American cities. All of the financial activities ought 
to be under the direct supervision of a chief financial 
officer who has been appointed (not elected) on the 
basis of his knowledge of municipal accounting and 
finance. The failure to recognize the need for a 
coordinated and responsible department of finance has 
undoubtedly been a contributing factor to the present 
financial difficulties of many cities.”
The chairman, the vice-chairman and F. H. 
Elwell, representative of the American Associa-
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tion of University Instructors in Accounting, 
will compose the executive committee of the 
national committee. Carl H. Chatters, execu­
tive director of the Municipal Finance Officers’ 
Association, is secretary. A full-time staff of 
accountants, under the direction of T. M. 
Dickerson, formerly assistant secretary of the 
National Association of Cost Accountants, will 
be engaged in the research work of the com­
mittee.
Audits o f N ew York Municipalities
An exhaustive survey of "The auditing of 
municipal accounts in New York state,” con­
ducted by William A. Lafferty, Jr., of Syracuse 
university, under the auspices of the New York 
State Conference of Mayors and Other Muni­
cipal Officials, has recently been published.
The survey includes an analysis of the ac­
counting systems of the cities and first-class 
villages of the state, the auditing work under­
taken by municipal officers, the work of public 
accounting firms engaged by municipalities, the 
auditing work of state officers and an auditing 
program for cities and villages.
With regard to the work of public account­
ing firms, Mr. Lafferty states that only one city 
charter requires an annual audit by independent 
certified public accountants, but that in many 
cases the charters contain permissive provisions. 
Fourteen cities reported having engaged public 
accounting firms during the past five years. 
Six cities reported that they have an audit of all 
their accounts each year. Three others reported 
that they have an examination of part of their 
accounts each year. Seventeen villages reported 
audits by independent auditors during the past 
five years, eleven of which appear to have 
audits each year.
In answer to the question, "Are municipal 
audits made by private firms considered to be 
of value by local finance officers?” twelve 
affirmative and no negative replies were re­
ceived from cities, while from villages ten 
affirmative replies and one in the negative were 
received.
Seven of these cities and four, of the villages 
stated that changes had been made as a result 
of independent audits.
In the auditors’ reports, Mr. Lafferty found, 
statements and exhibits usually are preceded by 
a certificate, which does not correspond to any 
set form, but which states that in the opinion
of the auditors the exhibits and schedules listed 
accurately reflect the condition of the city and 
its financial transactions. This statement, he 
found, may be qualified in numerous ways by 
saying, "as shown by the cities’ books” or "as 
shown by the books in the comptroller’s and 
treasurer’s offices.” Mr. Lafferty recommends 
the adoption of a form of certificate similar to 
that required by the state of New Jersey for 
municipal audits, which follows:
"I hereby certify that the above report is a true
and correct report of the ...............  of ...............  of
...............  as obtained from the books and papers of
t h e ............... presented to the auditors, supplemented
by personal inquiry and investigation, and I believe 
it to be a true report of the financial condition of
the ...............  as evidenced by books, records and
documents presented for my inspection.”
Mr. Lafferty suggests that the word "affirm” 
might well be substituted for "believe” in this 
certificate.
With reference to the engagement of inde­
pendent auditors, Mr. Lafferty says:
"Municipal officials have found the work of 
private auditing firms of considerable value in aiding 
them to improve the control over municipal finances 
and secure detailed information and advice as to the 
work of subordinates. Where officials are progres­
sive, reports of auditors recommending changes have 
been an aid to them in securing the backing of other 
officials and the public in making changes giving 
better control over finances. Again, where the work 
of outside auditors is regular, they are depended 
upon for a larger and larger share of non-routine 
work, formerly done by municipal employees. In 
smaller places, they close the books and prepare 
accounting reports. For these purposes, municipal 
officers should continue to hire private auditing 
firms, in their discretion.
"As independent auditors, checking up for the 
benefit of the general public, private auditing firms 
have definite limitations. Their work is usually 
undertaken with the same agent-client attitude found 
in private business. Possibly as a result of this, 
audit reports are treated so confidentially that in 
many cases the general public is denied access to 
them. Possibly this also explains the use of term­
inology to describe deficits, which the general public 
would not generally recognize. The fact that they 
ignore legal and charter provisions is, however, the 
most serious drawback to the work of private firms 
as an independent check on the work of municipal
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officials. Knowledge of laws and charters gained 
through much work in municipal auditing would 
seem to be the only way in which this latter defect 
can be remedied.”
In duscussing the program for the audit of 
a municipality, the survey concludes:
"W ith centralized local responsibility for all 
financial transactions, so that one officer satisfies him­
self that all transactions made by all other municipal 
officers are accurate and proper, and with regular 
annual outside audits and periodic examinations, 
absolute integrity of local accounting should be the 
result. In addition, superior financial practices de­
velop in experimental variation by municipalities, 
could be made the property of all cities and villages. 
As fundamental accounting progress is made, more 
and more consideration can be given to work and 
cost accounts which at present can hardly be con­
sidered.”
Florida Bureau o f Municipal Accounts
Following resolutions adopted by the Florida 
League of Municipalities at its latest annual 
convention, a bureau of accounts of that organi­
zation was created early in January with 
Walter Mucklow, of Jacksonville, its chief 
accountant.
Mr. Mucklow is a former vice-president of 
the American Institute of Accountants and a 
member of the Institute’s special committee on 
governmental accounting.
The bureau is composed of the secretary of 
the league, the editor of the Municipal Record, 
its official publication, and a certified public 
accountant, Mr. Mucklow filling this place. 
Recommendations on accounting problems and 
practices will be submitted to the bureau by an 
advisory board of five city finance officers. The 
bureau has two purposes: to aid in establishing 
uniformity in municipal accounting procedure 
and to make expert accounting service available 
to smaller cities of the state of Florida. The 
initial project is the drafting of a tentative 
classification of municipal accounts.
Mr. Mucklow has said that the Florida bu­
reau will work in close cooperation with the 
governmental accounting committee of the In­
stitute and the National Committee on Muni­
cipal Accounting, recently organized in Chi­
cago. The Florida Institute of Accountants has 
appointed a committee under Charles H. 
Lindfors to work with the League’s bureau.
N ew  York Curb Exchange Publishes 
Memorandum for Accountants
The New York curb exchange recently pub­
lished the following memorandum for account­
ants preparing financial statements to be in­
cluded in annual reports of corporations listed 
on this exchange:
A balance-sheet and profit-and-loss statement in 
detail, together with an analysis of surplus account. 
Where there are constituent, subsidiary, owned or 
controlled companies, a consolidated balance-sheet 
and profit-and-loss statement in detail, or in lieu 
thereof a balance-sheet and income account of the 
parent company and all constituent, owned or con­
trolled companies. These statements should be the 
result of an audit and examination by properly quali­
fied certified public accountants or public accountants 
and certified to by them. Such certificate should state 
the scope of audit and cover such qualifications 
which they found necessary in connection with such 
audit.
In the preparation of the above reports, signifi­
cance should be given to the following:
1. Inventories. The basis of valuation of in­
ventories should be indicated. If pertinent, a rela­
tionship between cost and market values should be 
stated. The balance sheet should show separately 
the amounts for different types of inventories, that 
is, finished goods, work in process, raw materials, 
etc. A certificate of the management should be ob­
tained as to quantity and saleability, where neces­
sary.
2. Fixed assets. If fixed assets have been re­
valued at any time, the surplus arising therefrom 
should be stated in a footnote on the balance-sheet 
submitted. Where the use of any of the fixed assets 
of the company has been abandoned, the value of 
such fixed assets should be stated separately on the 
balance-sheet. In the case of oil companies, where 
the value of reserves has been estimated by an inde­
pendent engineer, the price per barrel, as used by 
him in determining the value of such reserves, should 
be related to the market or posted price of oil as of 
the date of the balance-sheet through the medium of 
a footnote thereon. The basis of valuation should 
be indicated on the balance-sheet in any event, that 
is, cost or appraisal.
3. Depreciation and depletion. The accountants 
should state that they have satisfied themselves as 
to the mathematical accuracy of depreciation and/or 
depletion charges adopted as a policy of the com­
pany and should state their opinion as to the ade­
quacy of the policy. They should also state whether
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or not the accumulated reserves for such purposes 
as at any given balance-sheet date are sufficient 
under the circumstances. If the policy of the com­
pany has changed during the period covered by the 
accountants’ examination, a statement should be fur­
nished by the accountants as to the reason for such 
change.
4. Intangibles and other assets. The accountants 
should state the policy, present and past, adopted in 
amortizing intangible assets.
5. Contingent liabilities. A full description of 
such liabilities, including any claims made on the 
company, whether or not in litigation, should be 
obtained.
6. Reacquired stock. If the corporation has re­
acquired shares of its own stock the balance-sheet 
should show separately the number of reacquired 
shares and the cost thereof.
7. The involuntary liquidation value of preferred 
stock should be indicated on the balance-sheet.
8. The accountants’ certificate should state that 
the minutes of stockholders’ and directors’ meetings 
were examined and that the statements presented are 
in accordance therewith.
9. Investment trusts. The accountant should sub­
mit a statement of the company’s portfolio show­
ing opposite each security the market value thereof 
and a statement of the aggregate cost of all securities 
in the portfolio.
10. Options. All annual financial reports fur­
nished to stockholders and all formal published re­
ports should contain details as to any options or 
warrants to purchase stock, including their terms, 
the number of shares covered thereby and the time 
within which they may be exercised.
R e q u ir e m e n t s  f o r  U n l is t e d  T ra d in g
The requirements of the New York curb 
exchange for the admission of stock to unlisted 
trading, containing certain provisions of inter­
est to public accountants, are cited in a recent 
issue of the Commercial and Financial 
Chronicle. Among the resolutions adopted by 
the board of governors of the exchange is the 
following:
"Resolved, That an independent certified public 
accountant shall analyze financial statements supplied 
in the case of the application to admit a security to 
unlisted trading.
"Resolved further, That if, as a result of such 
analysis, or otherwise, it shall appear to the board 
of governors that such statements are incomplete or 
inaccurate in any material respect, and such omis­
sions and/or inaccuracies are not corrected, the 
security in question shall not be admitted to un- 
listed trading.”
For the re-admission of stocks to unlisted 
trading, the exchange has ruled that "the com­
pany must have established and continue the 
principle of furnishing to stockholders periodic 
reports containing balance-sheets and profit- 
and-loss statements, certified by independent 
accountants (in any event, not less than once 
a year).” The exchange requires the submis­
sion of an official copy of the latest annual re­
port of the corporation in the form as issued 
to its stockholders and specifies that the finan­
cial statements contained in this report must 
have been prepared by "a properly qualified 
practising public accountant in good standing, 
and not an officer, director or employee of the 
corporation.” The requirement for the re- 
admission of bonds to unlisted trading are the 
same as those for stocks cited above.
British Accountants Honored
Thomas Keens, fellow and former president 
of the Society of Incorporated Accountants and 
Auditors, has been knighted by the British gov­
ernment in recognition of public service, ac­
cording to the New Year list of honors. Sir 
Thomas has been a frequent visitor to this 
country and is well known to members of the 
Institute. He attended the annual meeting at 
Washington in 1929.
Also mentioned in the list of honors is 
Alexander A. Garrett, secretary of the Society 
of Incorporated Accountants and Auditors, who 
has been made a Member of the British Empire, 
military division. Mr. Garrett also attended 
the annual meeting of 1929 and is well known 
to many accountants in this country.
J. Stanley Teunon, Trenton, N. J., was re­
cently appointed on the third federal reserve 
district committee for the deposit liquidation 
board of the Reconstruction Finance Corpora­
tion.
George A. Treadwell, of New Orleans, has 
been re-appointed a member of the board of 
management of the civic bureau of the New 
Orleans association of commerce.
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Uniform Accounting for Oil 
Companies
The New York stock exchange recently 
mailed to the presidents of listed oil companies 
a letter asking for details on 17 points related 
to their accounting procedure. The data so 
secured will be used in an effort to evolve ac­
counting methods which will render the annual 
reports of these companies comparable.
While preparing for this step, J. M. B. 
Hoxsey, executive assistant to the committee on 
stock list, which is directing the project, con­
ferred with special committees of the Ameri­
can Institute of Accountants and the American 
Petroleum Institute which have been engaged 
for some months in the study of a uniform 
method of inventory valuation for oil com­
panies.
The letter to the company presidents fol­
lows:
"The financial reports issued by the various listed
oil companies to the public are, in many respects, not 
comparable with each other and this committee de­
sires to make a survey of the situation in order 
that it may submit to each oil company a statement 
of the practices of the other companies, without, 
however, naming them, in an effort to secure later, 
through the action of the American Petroleum Insti­
tute, or such other method as may be available, the 
adoption of methods of accounting and reporting 
which will result in comparable figures.
"To this end we should be obliged if you would 
have your proper official give us information as to 
your own practice in the following particulars:
1 . The method of accounting for intangible drill­
ing costs.
2. The method of determining the amount of de­
pletion, whether upon the basis of each well, lease 
or field, with a brief general description of the 
method.
3. The method of accounting for dry-hole costs, 
whether treated as an expense or capitalized, and, if 
the latter, the basis of amortization or charge-off.
4. The method of valuation of inventories of 
crude oil.
5. The method of valuation of inventories of 
refined products.
6. A statement, as to each, of the basis of allo­
cating costs to different products, and crude oil, and 
as to whether consolidated oil inventories contain 
any unrealized inter-company profit on oil not dis­
posed of.
7. Statement of the degree of ownership in sub­
sidiary companies considered as warranting consoli­
dation, with a description of the method of reflect­
ing the earnings or losses of unconsolidated majority- 
owned subsidiaries.
8. Basis of distinction between affiliated com­
panies and non-affiliated companies, in cases where 
your company has a substantial interest in the latter.
9. Are earnings or losses from non-affiliated com­
panies reflected in any manner in your published 
accounts?
10. Are undeveloped leases capitalized or charged 
to expense?
11 . If capitalized, what is the basis of amortiz­
ation?
12. If capitalized, are rentals on such leases 
charged to expense or added to cost of lease?
13. Is the cost of purchase of producing leases 
capitalized, or charged to expense?
14. Are the same principles of accounting used 
by all companies included in the consolidated re­
ports?
15. W hat is the practice with regard to foreign 
subsidiaries as to conversion into United States 
dollars for consolidation purposes?
16. Is any distinction made as to cash balances 
held abroad under restriction preventing immediate 
transfer?
17. How is profit-and-loss adjustment on foreign 
exchange treated?
"There are doubtless other points of difference 
which do not occur to us, and, if so, we should be 
glad to have them brought to our attention.
"If we may have your answer to the foregoing 
questions we propose, as stated, to summarize all 
of the answers and then, if these answers represent 
the degree of divergence which now seems probable, 
we propose to ask your further assistance in working 
out more uniform methods.”
Reynold E. Blight, of Los Angeles, has ful­
filled a number of speaking engagements dur­
ing the past month. He spoke on "Times in 
which we live” at the La Camarada club at 
Hollywood and at the Riverside Men’s club, 
Riverside. He addressed members of the 
Women’s City club of Los Angeles on "A free 
press.” At the Teachers’ Institute of San Ber­
nardino he spoke on "Education in a time of 
revolution,” and on “The new day” at the 
Harding club of Los Angeles.
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English Comment on Securities Act
Commenting upon the liability clauses of the 
federal securities act, The Economist, a London 
publication, in a recent issue, sets forth points 
upon which the act differs from the British 
companies act, after which it is said to have 
been patterned. The text of the article follows, 
in part:
"As originally introduced into the house of rep­
resentatives and as it first passed the senate, the 
securities act imposed absolute liability without op­
portunity for exculpation for representations made 
by those under duty to disclose. But this drastic 
proposal eventually yielded to the much more mod­
erate measure that finally emerged from the house 
and received the president’s signature.
"In a word, absolute liability was eliminated, and 
'the standard of reasonableness’ required of a 'person 
occupying a fiduciary relationship’ was imposed. 
Barring only the issuer, who  obtained the fruits of 
an unfair bargain, all those who shared in the process 
of misleading the investor by 'an untrue statement 
of a material fact’ or the omission 'to state a material 
fact’ are relieved of liability upon proof that they 
made reasonable investigation into the facts which 
they helped to disseminate, and that they had 
'reasonable ground to believe and did believe at the 
time’ in the truth and adequacy of the disclosure. 
In basing liability on 'an untrue statement of a 
material fact’ the American legislation takes over the 
English law, which wisely shuts the door to evasion 
by laying down the broad standard of duty to dis­
close, in the language of Lord Davey’s committee 
'everything which could reasonably influence the 
mind of an investor of average prudence.’ And in 
covering material omissions, the American draftsmen 
translated the lesson of the Kylsant case into explicit 
language:
"But there are divergencies between the American 
act and its English pattern. They concern the burden 
of proof thrown on the investor, once a material 
misrepresentation is established, and the range of 
persons suable for such misrepresentation. The 
American act, unlike the British, holds liable all 
who shared in the process of misleading the investor 
—including accountants and any other expert 'whose 
profession gives authority to a statement made by 
him’, and 'underwriters’, the term including a series 
of intermediate sellers. And to succeed in his suit, 
either for rescission, i.e., return of the security, or 
for damages, limited to the original offering price, 
the American buyer need not prove his own reliance
upon the misrepresentation nor trace the amount of 
his damage directly resulting from such misrepre­
sentation.”
R. F. C. Requirements for Loans
The information required by the Reconstruc­
tion Finance Corporation to be filed with appli­
cations for loans to assist in the national re­
covery administration program is outlined in a 
recently issued publication of the R. F. C. 
designated as circular No. 11 . It includes the 
following items:
As to the applicant:
Latest available balance-sheet in detail, with 
pledged or mortgaged assets keyed to the liabilities 
secured thereby. (The form, content and classifica­
tion outlined in Verification of financial statements, 
published by the federal reserve board, May 1929, 
is specified as a guide.)
Comparative statement of earnings and expenses 
for the last three years.
If the actual sound values of assets differ from 
the values carried on the balance-sheet submitted, a 
schedule explaining such differences and showing 
the resultant effect on the net worth stated in the 
balance-sheet.
Classes of capital stock, number of shares and 
total par of authorized capital stock, number of 
shares and amount of paid in capital stock with a 
statement of the form in which they were paid in.
If applicant is a company newly organized or to 
be organized, a pro-forma balance-sheet before and 
after giving effect to the loan or loans applied for.
Information required as to each borrower from 
the applicant whose note is tendered to the recon­
struction finance corporation as collateral:
Latest available balance-sheet in detail with pledged 
or mortgaged assets keyed to the liabilities secured 
thereby. (The form, content and classification out­
lined in Verification of Financial Statements, pub­
lished by the federal reserve board, May 1929, is 
specified as a guide.)
Comparative condensed balance-sheets for the last 
five years.
Comparative condensed statements of earnings and 
expenses for the last five years.
Names of auditors and scope of audits during the 
last five years. Last audit report (and previous 
years’ reports if available) should be submitted.
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NOTES
Examinations
Members of the Institute in states where the In­
stitute’s examinations are used by the local account­
ancy board occasionally hear criticisms of the prob­
lems and questions. The two most frequent com­
plaints are that the accounting problems can not be 
answered satisfactorily in the allotted time, and that 
the questions in commercial law are unfair, since in 
many cases practising lawyers have disagreed as to 
the correct answers. Members should know that the 
board of examiners welcomes constructive criticism 
and carefully considers all complaints. How­
ever, the criticism is not always well founded. 
The time limit is often invoked as an excuse 
by candidates whose papers show that they could 
not have obtained a passing grade if twice the 
prescribed time had been allowed them. W ith refer­
ence to the commercial-law examination, it is per­
haps not generally understood that credit is granted 
for evident knowledge of legal principles involved 
in a given question, regardless of whether or not 
the candidate’s answer is in accord with leading court 
decisions. A correct answer, without an explanation 
of the principles involved, can not be given full 
credit.
A Record?
Probably the Tulsa, Oklahoma, Chapter of Certi­
fied Public Accountants holds the record among ac­
countancy organizations for the greatest number of 
meetings held in a single year. In the past fiscal 
year the chapter held 51 weekly luncheon meetings, 
supplemented by two evening gatherings. One mem­
ber, Tom W . Burman, attended 43 of the 53 
meetings.
Restrictive Legislation
Restrictive accountancy legislation was being can­
vassed actively in two of the states recently visited 
by the president and secretary of the Institute, and 
their opinions were asked. Explaining that the In­
stitute had taken no official stand for or against any 
particular type of restrictive law, they expressed their 
personal opinions that the present is an inauspicious 
time at which to tamper with accountancy laws. The 
legislative temper is adverse to any group which may 
be accused of enjoying special privilege, as certified 
public accountants sometimes are unjustly described 
by those seeking waiver certificates. The large num­
ber of recent attempts to break down standards for 
the C. P. A. certificate indicates that it may be the 
part of caution for certified public accountants to 
initiate no amendments while public psychology is 
more or less unstable.
A ppren ticesh ip
An accountant in the northwest is highly pleased 
with the results of an experiment begun several years 
ago. He had offered to exceptionally promising staff 
men a contract providing for three years of continu­
ous employment at a stipulated salary, with pre­
arranged annual increases. The employer agreed to 
give the assistant every possible opportunity to par­
ticipate in a wide variety of engagements. The as­
sistant agreed to accept lower compensation at the 
start than he might otherwise have obtained, and al­
so promised to study for the C. P. A. examinations. 
The effect of this agreement seems to have been 
gratifying to both parties. The employee, feeling 
that he had found a place in a profession from 
which he would not be evicted at the end of the busy 
season, was inclined to prepare himself seriously for 
accountancy as his life work. Naturally he speedily 
developed into a staff assistant of extraordinary value.
L itig a tio n
A member of the Institute, sued for alleged negli­
gence in a professional engagement, recently took 
advantage of the executive committee’s offer to con­
sult with members who were the objects of legal at­
tack. The conference which followed brought out 
many interesting points in the case, reassured the 
member of the soundness of his position, and 
strengthened his determination to fight, with the 
knowledge that he would have the support of his 
professional colleagues through testimony and 
counsel.
Yearbook
Copies of the 1933 yearbook of the Institute have 
been distributed gratis to about 200 associations, in­
stitutions and government departments. Bankers' and 
lawyers’ associations, credit groups, stock exchanges, 
educational institutions, the trade commission, the 
treasury department and R. F. C. loan agencies are 
among those on the complimentary list.
J. L. C.
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NEWS OF LOCAL SOCIETIES
California
Los A n g e l e s
The year book of the Los Angeles chapter 
of the California State Society of Certified Pub­
lic Accountants appears to be a departure from 
the usual form in which such publications are 
cast. It is designed so as to be not only in­
formative, but also instructive, and in summa­
rizing the activities of the chapter to reflect the 
purposes underlying those activities.
An introduction by the committee on pub­
licity, which prepared the pamphlet, explains 
its purpose.
"The Los Angeles chapter has made great prog­
ress since its organization and each year has proved 
one of greater achievement than the one next pre­
ceding. The progress attained, however, has been 
limited because of the limited avenue for the dis­
semination of ideas, which avenue consisted pri­
marily of the monthly meetings. It is the hope that 
this year book will be a means of suggesting to those 
members of the chapter, who have not participated 
in the meetings nor the activities, a line of endeavor 
which will be of benefit to the profession as a whole 
as well as to themselves. It is imperative at this 
time, when coordinate and cooperative effort is 
the by-word of all economic activities, and when 
radical changes in the mode of operation in all 
business are being undertaken, that the membership 
should in its entirety take an active interest in the 
affairs of their professional calling.”
Following the listing of officers, directors 
and committee chairmen, a resume of the 
activities of the more important committees is 
presented.
From this it is seen that through cooperation 
with the state building-and-loan commissioner 
information relative to the auditor’s responsi­
bility under the California building-and-loan 
act was put before all members of the chap­
ter. The report of the committee on coopera­
tion with the Robert Morris Associates shows 
that much has been done to promote mutual 
understanding between the accountants and 
bank credit executives through joint meetings 
and exchange of letters. The committee on 
cooperation with municipalities has offered to 
assist the League of California Municipalites 
in its plans to secure uniform accounting sys­
tems for California cities.
Considerable space is devoted to a descrip­
tion of the organization and activities of the 
service development committee, which repre­
sents an innovation in chapter affairs. Its pur­
pose is to increase the range and quality of the 
service which the profession can render its 
clients. Open forum meetings were held at 
which answers were sought to specific ques­
tions such as the following: Do we consider 
it feasible and more satisfactory to the client 
and accountant for clients to engage account­
ants on an annual basis, rather than for year- 
end audits? Should accountants undertake to 
assist in the establishment of a satisfactory sys­
tem of internal check at the beginning of the 
year and see that it is maintained throughout 
the year? Do we consider that the individual 
client is the unit around which to build?
The year book ends with a summary of the 
activities of other committees and other meet­
ings and the chapter’s annual financial state­
ments.
District o f Columbia
Six speakers discussed phases of the national 
recovery program and related problems of ac­
countancy at a meeting of the District of 
Columbia Institute of Certified Public Account­
ants on January 9th.
The special guest speaker was Eric A. 
Camman, of New York, whose topic was "Ac­
counting aspects of the N. R. A.” The others 
were Byron B. Harlan, of Ohio; John Payne, 
controller of the agricultural adjustment admin­
istration; Eugene Woodson, vice-president of 
the railroad credit corporation; A. B. Gunnar- 
son, of the United States chamber of commerce; 
and Herbert L. Davis, insurance commissioner 
of the District of Columbia.
Maryland
The foreword of a library bulletin of the 
Maryland Association of Certified Public Ac­
countants describes the steps taken in coopera­
tion with a public library of Baltimore to pro­
vide a comprehensive library on accounting and 
related subjects for the use of members of the 
association and others.
In the bulletin the 123 titles are indexed by 
author and by title. The booklet also con­
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tains a statement of the facilities afforded by 
the library from a professional viewpoint, the 
officers and trustees of the association, the mem­
bership of the library and publicity committees 
and an alphabetical directory of the members 
of the association.
The members of the library committee are
F. Earl Feuwer, Henry G. Burke and Alexander 
L. Tinsley, chairman.
Massachusetts
Henry F. Long, commissioner of corpora­
tions and taxation of the Commonwealth of 
Massachusetts, addressed members of the 
Massachusetts Society of Certified Public Ac­
countants at a meeting at the Parker House, 
Boston, on January 29th. Mr. Long spoke on 
state and local taxation and current changes 
in the state law which bear on the practice of 
accountancy. The meeting was opened by 
George S. Clarkson, president, and turned over 
to J. Harold Stewart, chairman of the commit­
tee on meetings.
Michigan
C e n t r a l  M ic h ig a n
Members of the Central Michigan chapter of 
the Michigan Association of Certified Public 
Accountants heard Emil Leffler, president of 
Battle Creek college, speak on "The inter­
national debt—its cancellation and effect from 
a layman’s viewpoint” at a recent meeting.
W e st e r n  M ic h ig a n
"Recent state tax legislation” was discussed 
by Gordon F. Van Eenenaam, state senator, at 
a meeting of the West Michigan chapter of the 
Michigan Association of Certified Public Ac­
countants on January 4th. The meeting was 
held at the Century club, Muskegon.
Minnesota
Following a joint meeting of the Minnesota 
Society of Certified Public Accountants and the 
Minnesota chapter of the Robert Morris Asso­
ciates at Minneapolis, January 23rd, standing 
committees were organized by each group to 
effect cooperation between the two organiza­
tions.
At the meeting answers to questions on bank 
credit and accounting topics submitted prior to 
the meeting were discussed in open forum. Jack 
Clayton, Minneapolis banker, led the discus­
sion for the Robert Morris Associates and out­
lined what he considered to be an ideal account­
ant’s report for credit purposes. Lyle W. Hines, 
president of the society, and Herman C. J. 
Peisch led the discussion for the accountants.
New  Jersey
The subject of "Current federal income taxa­
tion and pending federal tax legislation” was 
treated in a paper delivered by John J. Morgan, 
public accountant and assistant to the internal- 
revenue agent in charge, New Jersey district, at 
a meeting of the Society of Certified Public Ac­
countants of the State of New Jersey, at New­
ark, February 5th. Philip Suffern, president 
of the society, presided.
William Surosky presided at a round-table 
discussion of "Proposed New Jersey tax legis­
lation.” A report was made by Harold A. 
Eppston, chairman of the committee on revision 
of the constitution and by-laws. It was an­
nounced that the next meeting of the society 
would be reserved for consideration of this 
topic.
N ew  York
The New York State Society of Certified 
Public Accountants held its January meeting on 
the 15th of the month at the Waldorf-Astoria 
hotel with a program on "The education and 
training of certified public accountants and the 
organization of an accounting practice.”
Norman E. Webster and John T. Madden 
discussed progress in compiling the certified 
public accountant syllabus in New York. Myron 
A. Finke spoke on "Ethics in relation to the 
practice of accountancy,” pointing out that the 
inclusion of a question on ethics in the Novem­
ber examination of the American Institute of 
Accountants was a notable step toward the at­
tainment of a high standard of professional 
conduct throughout the country. Frederick W. 
Squires read a paper on the "Internal organiza­
tion of the accountant’s office” and DeWitt C. 
Eggleston one on "Mechanical features of ac­
countants’ reports and working papers.”
The society recently appointed a committee 
on the national recovery administration, which 
drafted a letter to General Hugh S. Johnson, 
administrator, extending an offer of coöpera­
tion on all matters affecting accountancy. The 
society’s committee on federal taxation has sub­
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mitted recommendations to the committee on 
ways and means of the house of representatives 
regarding the proposals of its sub-committee on 
tax revision to change the federal income-tax 
laws in certain particulars.
Washington
The new corporation law of the state of 
Washington, which went into effect January 1,
1934, was the subject of discussion at a recent 
meeting of the Washington Society of Certified 
Public Accountants to which members of the 
state bar association were invited.
The provisions of the new law were discussed 
at length by E. L. Skeel, chairman of a com­
mittee of the state bar association which drafted 
and proposed the bill to the legislature. Leslie
Ayer and Maurice McMicken, also members of 
this committee, answered questions which had 
previously been submitted to them in writing. 
The meeting was attended by 43 attorneys and 
two members of the superior court. James M. 
McConahey, a member of both the bar associa­
tion and the state society, presided and spoke 
of ways for lawyers and accountants to cooper­
ate to their mutual advantage.
Utah
Standard specifications for audits of muni­
cipal accounts were discussed at the January 
meeting of the Utah Association of Certified 
Public Accountants at Salt Lake City. J. Percy 
Goddard, C. Preston Allen and Lynn E. Baxter 
discussed the topic. Roy G. Abbey, president 
of the association, presided.
ANNOUNCEMENTS
Robert W. Andrews and Fred P. Brown, of 
Youngstown, Ohio, have formed the account­
ing firm of Brown & Andrews, with offices 
at 1313 Mahoning Bank building.
William P. Field & Co., public accountants 
of Havana, Cuba, announce the removal of 
their offices to 616, 617 and 618 Bacardi build- 
ing.
H. E. Gooding and L. L. Wilkinson have 
announced their intention of practising together 
under the firm name of Gooding, Wilkinson 
& Co., at 1329 1-4 Main street, Columbia, 
S. C.
Max Gottlieb, certified public accountant of 
Passaic, N. J., has announced the removal of 
his offices from 86 Lexington avenue to the 
Lawyers’ building.
Announcement has been made of the forma­
tion of the partnership, Hansbrough & 
Montenegro, with offices in the Wallace S. 
building, Tampa. The members are J. A. 
Hansbrough and M. A. Montenegro.
Samuel Harrison and James F. Martin have 
opened an office at 199 Main street, White 
Plains, N. Y.
John S. Lloyd and Charles E. Stevens, of
Indianapolis, have announced the formation of 
the partnership, Lloyd & Stevens, with offices 
in the Guaranty building.
Alfred N. Maas, has announced the dissolu­
tion of the firm of Schaller & Maas and the 
formation of the firm of Maas & Ginsberg, 
1170 Broadway, N. Y.
Edward A. Mathes and J. Hollis Orcutt, of 
Portland, Me., have formed a partnership under 
the name of Mathes & Orcutt.
George Mendelsohn & Co., of New Haven, 
Conn., announce the opening of a branch office 
at 170 Main street, Torrington, Conn.
Announcement has been made of the forma­
tion of a new firm, Perkins, Wallis & Co., with 
offices at 131 State street, Boston, and at 311 
Main street, Worcester. The members of the 
firm are Ralph S. Perkins, of Melrose, and 
Harry W. Wallis, of Worcester.
Charles C. Potter, Grattan Hammond and 
R. C. Pribble recently announced the forma­
tion of a partnership, with offices at Orlando, 
Fla.
C. B. Selden, for the past year general 
auditor for the Florida state comptroller, has
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resigned that position to resume the practice 
of public accounting with the firm of Graham, 
Ramsey & Selden, Seybold building, Miami.
Arthur Sieferman, of Dayton, Ohio, has an­
nounced his entry into practice on his own 
account, with offices in the Winters Bank 
building.
E. B. Sommerlad and L. J. Kindler have an­
nounced the formation of the partnership 
Sommerlad, Kindler & Co., with offices in the 
Mahoning Bank building, Youngstown, Ohio.
The December issue of Realty News, pub­
lished by the Philadelphia realty board, carries 
an article on "Economic recovery and the real- 
estate business,” by John Balch, of Philadel­
phia.
Harvey S. Chase, of Boston, spoke at a meet­
ing of the Massachusetts Association of Select­
men on “Uniform and prompt annual reports 
from towns to the commonwealth” at a meet­
ing in the state house at Boston on January 6th.
John A. Cooke, of Chicago, has been re­
elected for his fourth term as chairman of the 
property owners’ division of the Evanston real- 
estate board.
James D. M. Crockett, of Kansas City, Mo., 
spoke at a meeting of the Rotary club council 
of Kansas City on "The scope of the account­
ant’s service.” He also spoke at the 20th Cen­
tury school of salesmanship and business con­
duct on "Records,” at a session on January 
15th.
"The relation of the jurisdictional limitations 
on the power to tax to conflict of laws in de­
cedents’ estates” is the subject of an article in 
the Journal of the American Bar Association 
by Benjamin Harrow, of New York.
G. Charles Hurdman, of White Plains, New 
York, discussed "Finances and fiscal policies 
of the town of Greenwich” at a public meet­
ing of the Old Greenwich Taxpayers Associa­
tion during December.
George E. Hutchison, of Chicago, addressed 
members of the Polar club, a retail dealers or­
ganization, on "Costs” at a recent meeting.
J. Hugh Jackson, of the graduate school of 
business, Leland Stanford university, spoke on 
"The national recovery program” at a meeting 
of the Palo Alto branch of the American Asso­
ciation of University Women on January 16th.
I. B. McGladrey, of Cedar Rapids, Iowa, re­
cently spoke to accountancy students of Simp­
son College, Indianola, on "Accountancy as af­
fected by recent legislative and industrial de­
velopments.” He also spoke at the convention 
of the Iowa-Nebraska canners association on 
"Canning-industry accounting under the N. R. 
A.”
George O. May, of New York, discussed 
the application of the federal securities act in 
an article in the New York Times on January 
28th.
Lloyd Morey, of Urbana, Ill., contributed an 
article on "Balancing public budgets” to the 
December 28th issue of the Chicago Journal of 
Commerce. He is the author of articles on ac­
counting and reporting for universities and col­
leges appearing in recent issues of the Ameri­
can Schools and Universities and the Pathfinder 
Service Bulletin.
D. D. Quin, of Jackson, Miss., has been ap­
pointed consultant accountant for the federal 
civil works administration of Mississippi to 
supervise all accounting work for the state 
office. In that capacity he recently attended 
two conferences of the accounting heads for 
the several states making up the southwestern 
district.
Donald R. Russell, of Philadelphia, was re­
cently appointed school director of Arlington 
township, Pennsylvania.
Edwin H. Wagner, of St. Louis, has been 
made a member of the board of directors of 
the United Relief, Inc., which annually con­
ducts the relief campaign of St. Louis. He 
served as chairman of the auditing division dur­
ing the drive in January.
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M eeting o f  Council
The regular spring meeting of council of the 
American Institute of Accountants will be held 
at the offices of the Institute, 135 Cedar street, 
New York, on April 9 th. The session will 
convene at 1 0  a.m. Reports of officers and 
committees will be heard and other business 
which may be brought before the council will 
be transacted.
Examinations
The regular spring written examinations of 
the Institute will be held on May 17th and 
18th. Applicants for admission to the Insti­
tute who desire to sit for examination on those 
dates should file their applications prior to 
April 1st. The examinations will be held at 
New York and at other cities to suit the con­
venience of applicants.
Valuation o f  Inventories
Following inquiries regarding the extent of 
the public accountant’s responsibility in the 
valuation of inventories, as stated in the cir­
cular letter of the Institute’s special committee 
on cooperation with bankers sent to the mem­
bership under date of December 2 0 th, the com­
mittee has issued the following statement clari­
fying its position in this matter.
"In reply to inquiries as to the interpretation 
of the phrase, 'to use such further methods of 
substantiating the quantities and the saleability 
of the merchandise as may come within the 
range of proper accounting procedure’, as used 
in the letter sent by this committee to the mem­
bers of the American Institute of Accountants 
under date of December 2 0 , 1933, it was the 
understanding of the special committee on co­
operation with bankers that this phrase was 
intended as meaning procedure such as is set 
forth in the federal reserve bulletin Verifica­
tion of Financial Statements and did not imply 
the assumption by the accountants of any re­
sponsibility beyond that covered by the afore­
mentioned bulletin.”
Audits o f  Governmental Bodies
A pamphlet dealing with the auditing of ac­
counts of governmental bodies has been pre­
pared by the American Institute of Account­
ants special committee on governmental ac­
counting for publication and distribution by the 
Institute to all certified public accountants 
whose addresses are available.
The paper sets forth the need for indepen­
dent audit of municipalities and other govern­
mental units and the proper method of engag­
ing public accountants for this purpose. It con­
tains comment on the scope of the audit and 
the proper presentation of the report. It is the 
desire of the committee that the pamphlet be 
given the widest possible distribution, and it is 
suggested that those who receive it place copies 
in the hands of municipal officers and others 
interested in the subject. Extra copies will be 
available at the Institute offices for this 
purpose.
Circulating Library
Attention of members and associates is again 
called to the facilities of the Institute’s circulat­
ing library, which are at their disposal. The 
library has on its shelves all standard works 
on accountancy and many concerned with re­
lated fields. It also subscribes to current 
periodical literature of the profession and a 
varied list of commercial and industrial publica­
tions.
Books and magazines may be borrowed by a 
member or an associate either in person or 
through the mails. In the latter case postage 
must be paid by the borrower. Books may be 
held for a period of two weeks and are subject 
to renewal.
The following works have recently been ac­
quired by the library:
Cost of Production Handbook, by L. P. Alford; 
Ronald Press Co., N . Y., 1934.
Money and Banking, by F. A. Bradford; Long­
mans, Green & Co., N . Y., 1934.
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Guide to Income Tax Practice, by R. N . Carter 
and H. Edwards; Gee & Co., London, 1933.
Theory and Practice of Modern Taxation, by W . 
R. Green; Commerce Clearing House, Inc., N . Y.,
1933.
Corporation Finance, by H. E. Hoagland; Mc­
Graw-Hill Book Co., N . Y., 1933.
Kemmerer on Money, by E. W . Kemmerer; John 
W . Winston & Co., Chicago, 1934.
Auditing of Municipal Accounts in N ew  York 
State, by W . A. Lafferty; New York State Confer­
ence of Mayors and Other Municipal Officials, 
bureau of training and research, Albany, N . Y., 1934.
Municipal Accounting, how to start a municipal 
accounting system, by A. J. Lynn; The Kentucky 
City, December, 1933, January and February, 1934.
Parent and Subsidiary Corporations, by F. J. 
Powell; Callaghans & Co., Chicago, 1931.
How to Budget for Profit, by F. H. Rowland; 
Harper & Bros., N . Y., 1933.
Labor Relations under the Recovery Act, by O. 
Tead and H. C. Metcalf; McGraw-Hill Book Co., 
New York, 1933.
Prices, by G. F. Warren and F. A. Pearson; John 
Wiley & Sons, N . Y., 1933.
Appointments o f  Institute Members
A press announcement of February 21st 
states that Orrin R. Judd, New York, has been 
appointed by a New York supreme court jus­
tice as one of three trustees of an issue of 
mortgage certificates of the New York Title & 
Mortgage Company.
A prospectus dated February 27, 1934, relat­
ing to a bond issue of the American Water­
works and Electric Company, Inc., states that 
George O. May, New York, is to be a member 
of an independent finance committee created 
under the bond indenture.
Andrew Stewart, New York, has been ap­
pointed accounting counsel to George W. 
Alger, Moreland commissioner, appointed by 
Governor Lehman to investigate mortgage 
guaranty companies operating in New York.
John J. Wall, of Providence, R. I., has been 
elected by the city council of Providence to the 
office of commissioner of sinking funds to serve 
for three years.
W . R. Blackman
Word has been received of the recent death 
of W. R. Blackman, of Los Angeles, a certified 
public accountant of California and a charter 
member of the American Institute of Account­
ants. Mr. Blackman had been in public prac­
tice on his own account.
William C. Caldwell
William C. Caldwell, of Birmingham, 
Alabama, a member of the Institute since 1931, 
died on February 19th at the age of 55 years. 
Mr. Caldwell was a certified public accountant 
of Alabama and practised on his own account. 
He was a member of the Alabama Society of 
Certified Public Accountants.
Homer E. Lewis
Homer E. Lewis, a certified public accountant 
of Ohio and a member of the Institute since 
1930, died at Columbus on February 11th. He 
had formerly been associated with Lybrand, 
Ross Bros. & Montgomery and later had prac­
tised on his own account.
Study o f Corporate Reports
A study by Mortimer B. Daniels, assistant 
professor of accounting at the University of 
Michigan, of the published annual reports of 
294 corporations, on the basis of which he 
submits recommendations regarding the pres­
entation of financial statements, has just been 
published by the University of Michigan press.
ERRATUM
In the Bulletin of January 11, 1934, there 
was reported a resolution of the National Con­
vention of Insurance Commissioners, making 
recommendations for the valuation of insur- 
ance-company portfolios as of December 31,
1933. Through inadvertence, the following 
paragraph, which should have appeared as No.
5 in the order of principles stated, was omitted: 
"5. Bonds and stocks purchased, other than by 
exchange, since June 30, 1931, shall be valued at 
the market price on November 1 , 1933.”
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Accounting Provisions o f  I. B. A. 
Rules o f Practice
Rules of fair practice, including a number 
of clauses which would affect the practice of 
the professional public accountant, proposed by 
the Investment Bankers Association and en­
dorsed by the investment bankers code com­
mittee as a supplement to the code of fair com­
petition approved last November, are scheduled 
for public hearing beginning March 15th.
The original code, as approved by President 
Roosevelt in November, was pronounced in­
adequate in certain respects and the rules now 
proposed are intended to remove this deficiency. 
On March 5th they received the favorable vote 
of those assenting to the original code. The ac­
counting provisions are regarded as particularly 
significant in that they would afford the in­
vestor the protection of independent audits of 
corporations not under the jurisdiction of the 
federal securities act or the proposed bill for 
the regulation of national securities exchanges. 
Representatives of the American Institute of 
Accountants were called upon for advice in the 
drafting of the accounting provisions, and will 
attend the hearings.
Under the proposed rules, the investment 
banker agrees not to originate or to participate 
in the distribution of any new issue of securi­
ties unless there is available to investors, either 
in a prospectus or from public sources, adequate 
information with respect to the issuer, the 
nature of its business, its financial condition, 
the terms of the new security, and in addition 
all other information which must be contained 
in the prospectus. He also agrees to keep him­
self reasonably informed of the financial con­
dition of the issuer as long as any material part 
of the issue shall be outstanding in the hands 
of investors.
The accounting provisions of article IV, ap­
pertaining primarily to origination of issues, 
are quoted below:
Sec. 1. Agreements required of issuers. No in­
vestment banker shall be the originator of any issue 
of securities (other than any of the classes of securi­
ties mentioned in section 3 of the securities act of 
1933 and other than any security issued by a foreign 
government or political subdivision thereof) where 
the aggregate amount at which such issue is to be 
offered to the public exceeds $100,000, unless the
issuer of such securities shall agree with the origi­
nator as follows:
(a) Term of agreements. To comply with the 
requirements of this section so long as any part of 
such issue of securities shall remain outstanding.
(b) Annual financial statements. To cause for 
each fiscal year to be prepared by independent pub­
lic or certified accountants, an income statement, 
surplus statement and summary of changes in re­
serves for such fiscal year and a balance-sheet as of 
the end of such year of the issuer as a separate cor­
porate entity and of each corporation in which it 
holds, directly or indirectly, a majority of the vot­
ing stock (hereinafter in this section called a sub­
sidiary) together with such further information as 
may be necessary to disclose all intercompany hold­
ings and transactions; or, in lieu thereof, eliminating 
all intercompany transactions, a similar set of con­
solidated financial statements of the issuer and any 
or all of its subsidiaries accompanied by financial 
statements of the issuer as a separate entity and of 
any subsidiary not consolidated.
If any such consolidated statements exclude any 
subsidiary, ( 1) the caption shall indicate the degree 
of consolidation; ( 2) the income statement shall 
show, either in a footnote or otherwise, the issuer's 
proportion of the difference between current earn­
ings or losses and the dividends of such uncon­
solidated subsidiary for the period accounted for in 
such income statement; and ( 3) the balance-sheet 
shall show, in a footnote or otherwise, the extent 
to which the equity of the issuer in such subsidiary 
has been increased or diminished since the date of 
acquisition as a result of profits, losses, and dis­
tributions.
Such statements shall show the existence of any 
default in interest or in sinking fund or amortization 
payments and any arrears of any cumulative divi­
dends of the issuer or of any subsidiary whether 
consolidated or unconsolidated.
In case there are any substantial items of profit 
or loss of a non-recurring nature, such as those aris­
ing from the disposal of capital assets, they shall 
be expressly enumerated. If, for any reason, the 
examination of the accounts of any subsidiary shall 
have been made as of a date different from that of 
the issuer, that fact shall be stated either in the 
certificate of the accountants, or otherwise, together 
with a statement as to the extent of their examination 
of the interim transactions. Insofar as practicable 
the examination of the accounts of each subsidiary 
shall be made by or under the supervision of the
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same accountants who examined the accounts of the 
issuer, but if the accounts of any subsidiary in­
cluded in any consolidated statement, are examined 
by public or certified accountants other than the ac­
countants who examined the accounts of the issuer, 
such fact shall be noted in the certificate of the lat­
ter. If a consolidated balance-sheet includes assets 
and liabilities of foreign subsidiaries, the percentage 
of total assets and liabilities included which repre­
sent the aggregate assets and liabilities of all such 
foreign subsidiaries shall be noted on the balance- 
sheet. The accountant’s certificates shall state the 
basis on which the accounts of foreign subsidaries 
are included in the consolidation and there shall be 
set forth in the certificate or in an appended certifi­
cate any substantial differences in accounting prac­
tice employed by the foreign subsidiary or sub­
sidiaries insofar as such differences shall be known 
to the certifying accountant.
Every balance-sheet prepared in accordance with 
the above shall disclose the basis used to compute 
the figures at which the principal asset items are 
carried thereon. Where any liability of the issuer 
is secured on any assets of the issuer, the balance- 
sheet shall show that such liability is secured, and 
if the security consists in whole or in part of current 
assets it shall show such fact and the general nature 
of such current assets. Any contingent liabilities, 
not expressly shown on the balance-sheet, shall be 
shown in a footnote insofar as good accounting prac­
tice may require.
Loans or advances between the issuer and any sub­
sidiary, or between a subsidiary and another sub­
sidiary, whether or not consolidated, shall be shown 
either as separate items on the appropriate balance- 
sheets or as footnotes to the consolidated balance- 
sheet.
Amounts due from directors, officers and employees 
(not including normal amounts arising in the ordi­
nary course of business), and securities of the issuer 
(if carried as an investment) and securities of any 
subsidiary, shall be shown as separate items on the 
appropriate balance-sheets.
If, for any reason, the issuer or the accountants 
are unable to obtain any information required for 
the preparation of the statements in the manner pre­
scribed, such information need not be given, but 
the facts as to such inability shall be stated in the 
certificate of the accountants.
(c ) Publication of annual financial statements. 
To publish in the English language the income 
statement, surplus statement, summary of changes in
reserves, and balance-sheet required in paragraph
(b )  of this section with the complete certificate of 
the accountants, by releasing copies thereof to the 
public press, in the United States of America, and 
to furnish copies thereof to each security holder of 
the issuer upon request as soon as practicable after 
the close of the fiscal year.
(d )  Stock dividends. Not itself, and not to per­
mit any subsidiary, directly or indirectly controlled, 
to take up as income stock dividends received at an 
amount greater than that charged against earnings, 
earned surplus or both of them by the company pay­
ing such stock dividend.
(e ) Surplus of subsidiaries. Not to treat earned 
surplus of a subsidiary created prior to acquisition 
of such subsidiary as a part of earned consolidated 
surplus of the issuer and of its subsidiaries, and 
not to credit any dividends declared out of such 
surplus of the subsidiary to the income account of 
the issuer or of any other subsidiary.
(f ) Intercompany profits. To make appropriate 
reserves, insofar as good accounting practice may 
require, in respect of profits arising out of all trans­
actions with unconsolidated subsidiaries, in either 
the parent company or the consolidated statements 
mentioned in paragraph (a) .
(g)  Accounting changes. Not to make any ma­
terial change in depreciation rates or policies or in 
accounting principles or in their application with­
out describing such change in the next succeeding 
published balance-sheet.
Under article VIII, relating primarily to in­
vestment companies, it is required that the in­
vestment banker
"Shall use his best efforts to cause the invest­
ment company to prepare and distribute to its stock­
holders quarterly statements and annual financial 
statements, such annual statements to conform to the 
standards required by section 1, article IV, of the 
rules.”
Co m m e n t  o n  A c c o u n t in g  Provisions
After the announcement of the proposed 
rules, the following statement by John F. 
Forbes, president of the Institute, appeared in 
The Commercial and Financial Chronicle, the 
New York Sun, and other publications:
"If the rules of fair practice proposed by the In­
vestment Bankers Association are adopted, American 
investors will have the protection of independent 
audits to substantially as great an extent as does the 
British investor under the companies act. The
I. B. A. rules would overlap to some extent the
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provisions of the federal securities act, but appar­
ently they would cover, in addition, issues of securi­
ties marketed entirely within the boundaries of one 
state. Such issues are exempt under the securities 
act. These rules, together with regulations now en­
forced by the New York stock exchange and other 
securities exchanges and the provisions of the securi­
ties act would insure scrutiny by an independent ac­
countant of the accounts of the great majority of 
companies offering to the public securities in excess 
of $100,000.
"The I. B. A. rules prescribe that no investment 
banker shall be the originator of any investment 
security with certain exceptions unless he agrees with 
the issuer to cause financial statements to be audited 
by an independent or certified public accountant and 
made available to the investor at the end of each 
fiscal year following the issue. Stock exchange 
regulations and the Fletcher-Rayburn bill to regulate 
security exchanges also provide for recurrent annual 
audits in addition to the independent audit pre­
requisite to listing or registration. The agreement 
on the part of the issuer to issue annual statements 
certified by independent auditors is, perhaps, of more 
importance to the investor than the audited state­
ment required at the time of issue because it will 
afford authentic information as to the progress of 
the company whose securities he has acquired.
"Municipal and governmental issues are exempt 
in the proposed rules of fair practice, as in the case 
of the securities act, from the independent audit re­
quirement, and such issuers are simply required to 
provide the investment banker for submission to in­
vestors ’adequate information’ regarding the financial 
condition of the issuer. The efforts of the National 
Association of Municipal Finance Officers in col­
laboration with the American Institute of Account­
ants and other organizations to improve accounting 
practice of governmental subdivisions and to en­
courage independent audit of municipalities and 
counties may make it possible in the near future for 
taxpayers and investors to obtain information as 
complete as that required in the case of industrial 
issues.
"The I. B. A. rules set forth at some length the 
minimum information to be disclosed by financial 
statements of issuers. They contain a significant 
provision that any changes in accounting principles 
or methods, particularly depreciation rates, shall be 
indicated in the next succeeding balance-sheet. A 
similar regulation has recently been adopted by the 
New York stock exchange and is distinctly a step
forward. It prevents misinterpretation of the facts 
in comparison with earlier statements based on dif­
ferent accounting principles or methods. The pro­
posed rules of fair practice also require publication 
of the accountant’s full certificate with the annual 
report in order that the investor may be informed 
of the qualifications and limitations of the audit.”
State Legislation
W a sh in g to n
The new accountancy law enacted in the state 
of Washington, the text of which was reprinted 
in the February Bulletin, provides for the issu­
ance of a licence to practise as a public account­
ant to any person over 21 years of age and 
of good moral character who submits satisfac­
tory evidence that he has been in practice as a 
public accountant for a period of three years. 
Recipients of such licences are authorized to 
use the designation "Licensed public account­
ant.” There appears to be no provision re­
stricting the practice of accountancy to those 
holding such licences, nor does the new act seem 
to have any effect whatever upon the existing 
C. P. A. law. There is no limitation of time 
in which licences may be obtained. In other 
words, any one who in the future submits satis­
factory evidence of three years’ practice appar­
ently may obtain a licence without examination.
The practical effect of the new legislation 
apparently will be that three classes of pro­
fessional accountants will exist in Washing­
ton: first, certified public accountants; second, 
licensed public accountants and, third, those 
public accountants who are neither certified nor 
licensed.
An association of public accountants with 
headquarters in Illinois has issued a circular 
letter pointing out that the new Washington act 
apparently contains no residence provision and, 
accordingly, any public accountant who is a 
citizen of the United States and has had three 
years’ practice as a public accountant, or in the 
employ of a public accountant, may obtain a 
licence in the state of Washington upon pay­
ment of a fee of $25.
K en t u c k y
Kentucky house bill No. 709, introduced in 
the legislature February 21st, would amend the 
existing accountancy act of the state by adding 
a waiver clause permitting the issuance of
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C. P. A. certificates without examination to any 
one practising within the state who makes ap­
plication before July 1, 1934. The bill also 
includes a provision which would restrict the 
practice of accountancy after July 1, 1934, to 
those who had obtained a certificate as a cer­
tified public accountant from the Kentucky 
state board of accountancy. The Kentucky So­
ciety of Certified Public Accountants has pro­
tested against the bill. At a special meeting 
of the society at Louisville resolutions con­
demning the measure were prepared for sub­
mission to the legislative committee concerned. 
The Kentucky society stated that the bill, if 
adopted, would nullify the efforts of certified 
public accountants in Kentucky during the past 
eighteen years to give real meaning to the 
C. P. A. certificate of that state.
The committee on state legislation of the 
American Institute of Accountants has volun­
teered to assist the Kentucky society in any pos­
sible way in combatting the bill.
V irginia
A bill proposing the addition of a waiver 
clause to the state accountancy law was intro­
duced in the Virginia legislature February 19th, 
under the designation H. B. TN-528. As this 
Bulletin goes to press Virginia accountants re­
port that the bill has been killed.
The measure would have provided for issu­
ance of C. P. A. certificates without examina­
tion to public accountants registered under the 
1928  law who had been in practice for at least 
seven years. The Institute’s committee on state 
legislation, upon learning of the introduction 
of the bill, offered to cooperate with local ac­
countants in opposing it.
Carl D. Oppenheimer announces the removal 
of his offices to 121 East Sixth street, Los 
Angeles.
Hicklin & Redmond, certified public account­
ants, of San Francisco, announce the removal 
of their offices to suite 834-846 Russ building.
Leon E. Williams, of Washington, D. C., has 
announced the opening of offices at 36 West 
44th street, N. Y.
Rulings under Securities Act
A udit R eq u ir em en t  W aived
In ruling recently upon the effectiveness of 
a registration statement filed under the federal 
securities act by Konversionskasse fur deutsche 
Auslandsschulden, of Berlin, the federal trade 
commission waived the requirement for an 
audit by independent public or certified ac­
countants. The statement covers scrip to be 
issued in part payment of interest due in 
America on certain German dollar bonds.
Representatives of the registrants stated that 
it would be impossible for the issuers to com­
ply with the requirement since in Germany this 
class of accountants did not exist. The com­
mission thereupon adopted a general rule waiv­
ing certification in cases of this kind.
Issues Ex e m pt  from  Registration
Securities proposed to be issued by a cor­
poration organized and operated exclusively 
for social, literary, artistic or athletic purposes 
and not for profit are exempted from registra­
tion under the securities act, according to a 
rule adopted by the federal trade commission 
on February 16th, subject to the following 
provisions:
1. That no portion of the issue be issued other- 
wise than for cash.
2. That the aggregate amount at which the issue 
is offered does not exceed $100,000, exclusive of 
accrued interest and/or dividends.
3. That the net cash proceeds, after deducting 
all expenses for distribution, realized by the issuer 
from all other securities issued by it within one year 
previous to the offering of these securities, together 
with the net cash proceeds to be realized from the 
present issue, shall not exceed $100,000. For the 
purpose of this provision, only such securities are 
considered as are unregistered and would have re­
quired registration but for the provision of part 4 
of this rule.
4. That no commission or other remuneration 
shall be paid or given directly or indirectly in con­
nection with the offering or issue of the securities.
5. That the price at which the securities are is­
sued shall be not less than $100 a unit.
6. That no portion of the issue exempted shall 
be issued to other than bona fide members or mem- 
bers-elect of the issuer.
7. That the purposes to which the proceeds of 
the issue are to be devoted shall be all or any one 
of the purposes for which the issuer is operated.
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Institute’s Memorandum on Proposed 
National Securities Exchange Bill
After study of the provisions of the proposed 
national securities exchange bill affecting the 
practice of accountancy and the presentation of 
corporate reports, the American Institute of Ac­
countants, under date of March 6th, submitted 
to the senate committee on banking and cur­
rency a memorandum recommending revision 
of the bill in certain particulars, the text of 
which is as follows:
This memorandum is respectfully submitted to the 
congressional committees which have under con­
sideration the so-called national securities exchange 
bill of 1934, on behalf of the American Institute of 
Accountants, national professional accountancy or­
ganization.
A n n u a l  a n d  Q u a r t e r l y  A u d it s
Section 12(a)(2) of the bill would require every 
issuer of a security registered on a national securi­
ties exchange to file with the federal trade commis­
sion annual and quarterly reports, including among 
other things a balance-sheet and profit-and-loss 
statement certified by an independent public account­
ant.
We approve the requirement of at least one re­
port each year certified by independent public ac­
countants. This is in accord with what is commonly 
regarded as good practice.
It is preferable that the certified report be ren­
dered as of a date marking the end of the natural 
business year of the company concerned (which is 
not necessarily December 31st) i.e., the date most 
closely coinciding with the termination of the annual 
business cycle, which is also usually the date at which 
inventories are at their minimum. The work of the 
regulatory body would be facilitated by spreading 
the closing dates of various industries in accord 
with their natural fiscal periods, and resulting 
financial statements would be more valuable for com­
parative purposes. It is suggested that there be in­
serted in Section 12(a)(2) a provision making it 
clear that annual reports are to be filed as of the 
date marking the end of the natural business year 
of the company concerned.
However, there is serious question in our minds 
whether the requirement of quarterly reports certi­
fied by independent public accountants is desirable 
in all cases.
Accounts are essentially continuous historical rec­
ords and accounting statements for brief periods of
time are less significant and valuable than for longer 
periods of time. On the basis of personal judgment 
and convention certain charges and credits must be 
assigned more or less arbitrarily to one period or 
another, and when the period is as short as three 
months it is very difficult to prepare accounting state­
ments which are not open to the danger of mislead­
ing the uninformed reader. Items of income or ex­
pense which are extraordinary or unusual in either 
nature or amount influence the net result shown for 
a given quarter to a greater disporportionate extent 
than they would influence the net result shown by 
an annual statement which includes the same items. 
Many businesses are of a highly seasonal nature, 
e.g., automobile, department stores (with Easter and 
Christmas seasons), flour milling and other indus­
tries related in one way or another to agriculture, 
and the real result of the operations is not dependent 
on a few months—as quarterly—but on at least the 
full annual cycle. It must therefore be recognized 
that the results shown by quarterly statements can 
not be stated with the same degree of accuracy as 
statements for a longer period, such as annual state­
ments.
It is not intended to be argued that corporations 
generally should not inform their stockholders quar­
terly of the corporation’s progress, but it should be 
recognized that such quarterly statements are to a 
greater extent dependent upon estimates than needs 
to be the case with statements for longer periods. 
Neither is it argued that more frequent than annual 
examinations of corporate accounts are not desirable, 
but to require that quarterly statements must be certi­
fied would tend to give them a weight and authority 
beyond that which they inherently possess, and might 
well lead investors to place an undue reliance thereon.
In view of the foregoing, it would be unreason­
able, and indeed improper, to place upon public ac­
countants, with respect to quarterly statements, the 
heavy burden of responsibility set forth in section
17 of the bill.
If it is considered essential that independently 
audited statements be submitted more often than 
once a year, there would be less objection to semi­
annual reports than to those covering only three 
months.
L ia b il it y
Section 17(a) of the bill provides that account­
ants may be sued for damages if they have made any 
statement which is false or misleading in respect to 
any matter sufficiently important to influence the 
judgment of an average investor. It will, of course,
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become the duty of the courts to determine what 
might influence the judgment of an "average in­
vestor”, as the courts have had for many years the 
duty of determining what might be the actions or 
the judgment of a "reasonable man”. The term 
"average investor” has had no judicial determination. 
It is, in fact, novel to the law, and the type of per­
son who is an "average investor” may vary greatly 
in different parts of the country. We suggest, there­
fore, that the phrase "an average investor” appear­
ing in section 17, page 32, line 2, be changed to "a 
reasonable man”. The action and the judgment of 
"a reasonable man”, and consequently matters which 
would influence that action or judgment, can in har­
mony with the existing general law be readily de­
termined by the courts.
It is necessary for us to object most strenuously 
to the measure of damages outlined in section 17(b) 
and (c). Under these provisions it is possible that 
an accountant who had made an honest error might 
be held liable for an amount which would have no 
' relation whatever to the amount of damage oc­
casioned by his error. The accountant is an expert 
exercising his professional skill and judgment for a 
fee. It seems to us that there is no precedent in 
law or equity on the basis of which such an expert 
should be exposed to immeasurable liability in the 
absence of fraud.
It seems perfectly possible that under section 
17(b) and (c) an investor who had sustained loss 
might, if he discovered an error in the statement 
certified by an independent accountant, sue that ac­
countant for a sum much greater than the amount 
of the damage occasioned by the accountant's error. 
Such a provision would be likely to encourage un­
warranted suits against accountants and would im­
pose upon the profession the heavy financial burden 
of defending such suits even though the courts found 
the accountants blameless.
No reputable accountant has any desire to deny 
or ignore his responsibility to those who rely upon 
statements which he certifies. The courts under ex­
isting law have already imposed upon accountants 
a financial liability quite sufficient to deter any ac­
countant from deliberate fraud or deceit. A public 
accountant’s reputation for probity is his chief as­
set, and no one would be willing to risk the pro­
fessional destruction which certainly follows dis­
covery of a dishonest or a careless act.
It seems to us that the measure of damages im­
posed upon accountants by section 17(b) and (c) 
is of a punitive character which is unreasonable and
unwarranted by the record of the accountancy pro­
fession in the United States, and we respectfully re­
quest that it be modified.
U n i f o r m  A c c o u n t in g
Under section 18(b) of the bill the federal trade 
commission would have power to prescribe uniform 
accounting for industry. This provision we believe 
does not belong in a bill designed to regulate 
national securities exchanges. It is a matter of such 
great importance that it should be considered as a 
separate problem. We understand that a commit­
tee on uniform accounting and statistical reporting 
for industry appointed by the secretary of commerce 
is now giving thought and study to the matter.
The application of attempted uniformity in the 
keeping of the accounts of public utilities and rail­
roads has not tended toward the presentation of 
more dependable financial statements by companies 
in those fields than has been the case with industrial 
companies. On the contrary there has been a greater 
advance in the accounting practices and in 
the recognition and treatment of such problems as 
those arising with respect to allowances for depre­
ciation of plant and property, etc., in the case of 
representative industrial companies than in the fields 
subject to governmental regulation of accounting. 
Uniformity of principles is vastly more important 
than superficial uniformity of form.
It should also be observed that, if public account­
ants are to have imposed upon them the heavy bur­
den of responsibility set forth in section 17, there 
is a gross inequity in empowering a body—which 
obviously does not, and can not, have the background 
of professional training and experience in account­
ing essential to enable it to speak the last word on 
such a subject, and the immediate first hand contact 
with new problems constantly arising—to prescribe 
the form or manner in which the financial state­
ments to be certified by the public accountant shall 
be prepared. Rigidity of form may be dangerous 
because it can not, in the very nature of the case, 
permit provision for the disclosure required with 
respect to new developments or new situations hav­
ing an important bearing upon the statement of the 
results of a company’s operations or of its financial 
position. A sufficient, and at the same time more 
reasonable, requirement is that the federal trade com­
mission may call for the disclosure in the financial 
statements of any information which it deems 
essential to the completeness or clear understanding 
thereof.
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In the final analysis, the problem of disseminating 
reliable financial information to investors is not de­
pendent upon the application of uniform accounting 
methods or upon a rigid uniformity in form of the 
statements to be submitted to investors. Further, the 
introduction of uniform accounting methods or of 
uniform forms of financial statements will not solve 
the problem.
Accordingly, we believe it inappropriate and un­
desirable from the point of view of the investor that 
there be included in this bill a provision authorizing 
the trade commission to prescribe accounting forms 
and methods. We respectfully recommend the elimi­
nation of section 18(b).
Representatives of the Institute would be glad to 
enter into discussion of any of the questions raised 
herein.
Discussions on Competitive Bidding
The ethical problems involved in competitive 
bidding for accounting engagements have been 
the subject of much discussion at meetings of 
accountants during recent weeks. There seems 
to be general agreement that the practice should 
be avoided, but doubt remains as to the solu­
tion of certain practical difficulties that might 
prevent the enforcement of prohibitory rules.
The answers received to a questionnaire cir­
culated by the Los Angeles chapter of the Cali­
fornia State Society of Certified Public Account­
ants in preparation for a recent joint meeting 
of that chapter and regional members of the 
American Institute of Accountants show a defi­
nite sentiment against the practice. The answers 
were discussed at length at the meeting and 
were made the subject of an address by Reynold 
E. Blight.
For the purpose of the questionnaire, a com­
petitive bid was defined as ”a bid that includes 
some special inducement to the client in the 
matter of charges to be made or work to be 
performed, which would not be made if it 
were not known that some other accountant 
was also bidding for the work.” The questions 
follow:
As a general practice, from the accountants’ point 
of view, with respect to competitive bidding, can 
you see:
1 . Any advantages?
2. Any disadvantages?
3. Do the advantages outweigh the disadvantages?
4. Do the disadvantages outweigh the advantages?
5. Should any distinction be made between gov­
ernmental and commercial engagements?
6. Do you favor accountants refusing to submit 
bids for governmental engagements?
From the clients’ point of view, can you see:
1 . Any advantages?
2. Any disadvantages?
3. Do the advantages outweigh the disadvantages?
4. Do the disadvantages outweigh the advantages?
5. In case the majority of our members were 
opposed to competitive bidding, would you join with 
them in agreeing to forego the practice at all times 
in the future?
The replies have been analyzed as follows:
Question Unqualified Qualified
Number Yes No Yes No
1 8 35 3 2
2 48 1
3 5 37 1
4 40 3 1
5 4 40 4
6 34 8 2 3
1 25 16 7
2 44 1 3
3 9 30 3
4 32 4 2 1
5 21 1 25
In his address, Mr. Blight pointed out that 
many of the qualifications to the replies re­
ceived indicated that circumstances often pre­
vented the accountant from following his own 
inclination in the matter of competitive bid­
ding. He cited laws that require the submis­
sion of bids for accounting work, and said 
that a consistent practice on the part of " reput­
able accountants of refusing to submit bids 
might throw a large volume of work into the 
hands of irresponsible and incompetent men.
The definition formulated by the Los An­
geles chapter was taken by Charles C. Potter, 
of Orlando, Fla., as the basis of an address be­
fore the last semi-annual meeting of the 
Florida Institute of Accountants.
He stated that although no accountant in 
Florida believes that competitive bidding is a 
sound practice, especially for professional 
work, the practice has increased from year to 
year until it has become a serious menace to the 
welfare of the accountancy profession and to 
their clients.
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Saying that the practice has grown because 
of the lack of a practical program to check it, 
Mr. Potter then discussed certain steps which 
it has been suggested might be taken:
"Probably the best remedy for the evil is educa­
tion. In order to make an educational program ef­
fective sufficient money should be raised for radio 
talks, publicity in newspapers and trade magazines 
and direct appeal to members of governing bodies 
of municipalities. The campaign should be carried 
on over a  period of years.
"The suggestion that I  consider the most impor­
tant is that the accountants request the state board 
of accountancy to pass a rule of professional con­
duct in regard to competitive bidding which would 
read somewhat as follows: 'The state board of ac­
countancy recognizes the fact that competitive bid­
ding has a disastrous effect upon the rendition of 
an adequate service to the client and proper remuner­
ation to the accountant, and the board further be­
lieves that an intelligent bid cannot be made for 
any accountancy engagement until a definite scope 
of the audit be worked out. It is therefore declared 
by the state board of accountancy that the practice 
of making competitive bids without submitting there­
with a detailed scope of the work to be performed 
is an unethical practice and is contrary to the proper 
professional conduct within the meaning of the ac­
countancy law and any violation of this rule is just 
ground for the suspension of the certificate of any 
holder as provided in the act.”
A committee on competitive bidding of the 
Maryland Association of Certified Public Ac­
countants recently reported as follows:
"To properly define competitive bidding it is the 
thought of your committee that the term should only 
apply to engagements where actual bids have been 
solicited by the prospective client. The committee 
feels that under no consideration should the term 
competitive bidding be applied to the so-called door- 
to-door solicitation.
"It often happens that under the law, the states, 
counties and municipalities are required to either 
advertise or ask for bids on their accounting work. 
It is the law and must be complied with. The main 
difficulty in such bidding, however, is the absence of 
any specifications as to the scope of the work to be 
done, the bid merely asking for prices on an audit. 
Your committee deems it advisable to suggest to 
members bidding on such work that they at least ask 
for some specification, scope or other idea of the 
amount of work to be done before placing their bids,
and make sure at the same time that other bidders 
are bidding under the same specification.
"There is a second class of bids that are often 
asked of accountants. Without the knowledge of 
the accountant who has probably been doing his work 
for a number of years, a business man will quietly 
solicit bids from other accountants. As a matter of 
ethics, and more as a matter of common decency, an 
accountant, before agreeing to bid on such work, 
should bear in mind and actually accomplish several 
things. First, to advise the accountant who has been 
doing the work that he has been requested to bid on 
the engagement, and determine whether there is any 
reason why he should not bid on the work. If 
there is no such reason, he should ask the former 
accountant to advise him of the fee previously paid 
for the work, determine whether there had been a 
dispute with the former accountant, and determine 
the scope of work previously done. Without the 
above facts in his possession, he is more or less in 
danger of making a ridiculous bid to the detriment 
of himself, of the profession as a whole, and like­
wise of opening a way of discrediting the profession 
in the mind of the prospective client.
"In all such bidding the client is naturally inter­
ested in getting a cost figure on the proposed en­
gagement and accountants have been prone to name 
a flat fee, in most instances without any qualifica­
tions as to fraud or other contingencies which might 
run the cost of the engagement to a figure ten times 
the amount of the bid. It is the thought of the com­
mittee that the bidding of flat figures is wrong and 
the best way to overcome this vexatious problem of 
competitive bidding is for the members of this asso­
ciation to agree to bid only their fixed per diem rates 
on the engagement.”
Bill to Limit Agents Fees
As this Bulletin goes to press there appar­
ently has been no action taken upon the so- 
called "Fraudulent and excessive claims act” 
(U. S. Senate 2805), which would limit the 
fees of agents or attorneys representing claim­
ants against the United States. The bill pro­
vides that $5,000 or 20% of the amount re­
covered or allowed, whichever is lower, shall 
be the maximum fee for an agent or an 
attorney.
In the case of claims or demands completely 
disallowed, a maximum fee of $50 is stated, 
except when the government tribunal having 
jurisdiction may allow equitable compensation 
regardless of the foregoing limitations.
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British Comment on Accountancy 
in America
The Accountant, official weekly publication 
of the Institute of Chartered Accountants in 
England and Wales, published the following 
comment on the progress of the accountancy 
profession in the United States as a leading 
article in its issue of February 10th:
THE AMERICAN INSTITUTE OF 
ACCOUNTANTS
"The American Institute of Accountants has taken 
a rather notable step in circulating to its members 
and associates a special report* of its activities with 
a view to creating a clearer understanding of the 
significance of its work. The report is reproduced in 
full on another page of this issue, and although 
much of its subject matter must necessarily be for­
eign to British conditions, we suggest that our 
readers will find that a perusal throws a remarkable 
light on the American conception on the position of 
accountants in business and public life.
"The absence from the American scheme of com­
pany law of the compulsory audit, such as is familiar 
on this side, is a matter of common knowledge. The 
Americans have, however, reached very much the 
same goal as their British cousins, although by a 
different road. The practical equivalent of com­
pulsory audit, at least for the larger public com­
panies, has been arrived at by the decision of the 
New York stock exchange, announced twelve months 
ago, that applicants for official quotations shall be re­
quired to submit to the exchange financial statements 
“certified by independent auditors” and to agree to 
submit independently certified statements to stock­
holders every year thereafter. For us, the interest 
of this result lies in the fact that the American com­
pulsory audit is not designed, like its British counter­
part, to comply with the interpretation of a statute. 
The cramping effect of the British arrangement is 
so well understood that it needs no explanation in 
this journal, and it will be extremely interesting to 
watch whether the American solution of the prob­
lem will furnish a degree of elasticity such that 
stockholders on the one hand will understand the 
necessary limitations of the protection afforded, and 
such that auditors on the other hand will be en­
abled to adjust their activities to the various nature 
of practical circumstances.
*Special r e p o r t  to  th e  m e m b ersh ip  d a te d  D ecem ­
ber 1, 1933 .
"In this matter, the New York stock exchange 
has throughout kept in the closest possible touch 
with the accountancy profession. On 13th May,
1933, we printed a letter addressed by the exchange 
to every corporation whose securities were listed in 
which the corporations were asked to secure from 
the auditors information on stated points relating 
to the efficiency of the audit actually performed. In 
response to that letter, a group of several large firms 
prepared a joint letter which we reproduced in the 
same issue. The reason why we draw attention at 
the moment to that letter is because it contains a 
very well stated reminder that the scope of any audit 
whatever must necessarily be limited at some point, 
and that the real problem is to 'develop a general 
scheme of examination of accounts under which 
reasonably adequate safeguards may be secured at a 
cost that will be within the limits of a prudent 
economy’. If the powers that be, in England, could 
have received a similar remainder at a very early 
stage, how different the history of auditing might 
have been. Our American brothers commence with 
an advantage which we never enjoyed, and it is 
reasonable to hope that they may make the most of 
their opportunity.
"The activities recounted in this report make up 
together a truly impressive list, and it must be said 
that not all of the items arise out of conditions 
which are exclusively American. Our attention is 
particularly attracted by the reference to a standard 
form of bank confirmation. In this country it is 
customary that the balances standing in the bank 
accounts of clients are confirmed in the course of 
mere correspondence between the auditor and the 
bank concerned. The banker, for his part, naturally 
regards the contingency that a confirmation may be 
asked for at any moment as an important part of 
his internal check, and it is a small but telling point 
that part of the efficiency of his check is destroyed 
if the amount to be confirmed is suggested to him 
in the first instance by the auditor. On the other 
hand, it is extremely important that the auditor 
should be safeguarded against the possibility that 
there may be other accounts at the client’s disposal 
which have not been disclosed to him, or that there 
may be securities lodged or set-off available of which 
he has no cognizance. We think therefore that it is 
a very good idea that a standardized form of request 
should be agreed so that each party may obtain the 
full benefit and protection of the procedure adopted. 
It is perhaps not too much to hope that on this side 
we may before long take the hint.
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"We are also very pleased to see that a preliminary 
report on accounting terminology is nearing com­
pletion. That the difficulties which a report of that 
subject is designed to remedy are not confined to 
America is a well-known fact, and a very small ac­
quaintance with English professional literature 
proves the urgency of the work. It is hardly likely 
that the vocabulary to be used on this side would 
accord exactly with an American edition, but the 
needs of accountancy are to a sufficient extent uni­
versal to enable us to extend a welcome to the forth­
coming publication. It seems to us highly probable 
that it may be found possible to adapt this work 
so as to form the basis of a similiar document ap­
plied to British conditions.
"The desirability of amending the calendar in the 
direction of the formation of a natural business year 
has always been acknowledged in The Accountant, 
and we are accordingly glad to see that the Ameri­
can Institute has seized the opportunity provided by 
the American economic reorganization now going on 
to point out the advantages of a uniform natural 
fiscal year throughout entire industries. This is a 
point which affects the use of accounting by busi­
ness units more closely than it affects the functions 
of auditing, but it must be obvious that full advan­
tage cannot be taken of accounting for purposes of 
business control unless the results of accounting are 
applied to periods which are, in the scientific sense, 
truly comparable.
"Our final comment must be more general in char­
acter. No reader can fail to note that this report 
embodies a conception of the functions of a pro­
fessional association which is far in advance of Brit­
ish practice. It breathes a spirit of 'getting things 
done’. We must confess that the equivalent docu­
ments issued on this side suffer badly by comparison. 
It ought to be possible, without practising the more 
blatant forms of 'boost’, to profit by a reading of 
so good an American example as this of what might 
be done nearer home.”
Eustace LeMaster, of Spokane, Washington, 
has been elected vice-president of the Spokane 
chamber of commerce. He recently spoke at a 
meeting of the Newport Commercial club on 
"Money.”
W. A. Paton, of Ann Arbor, Michigan, 
spoke at a meeting of the Ann Arbor Exchange 
club, February 26th, on "Municipal owner­
ship.”
Conference o f Accountants and 
Financial Writers
Editors and writers of metropolitan news­
papers, statistical services and financial maga­
zines recently met with officers of the New 
York State Society of Certified Public Account­
ants to discuss the proper presentation in the 
press of annual reports of corporations.
During the discussion, several suggestions 
were made, among them the following:
1. Because of the volume and variety of cor­
porate statements that come to the desk of the finan­
cial writer, the accompanying summaries prepared 
by publicity or advertising agents often receive more 
attention than the reports themselves. Auditors 
should see that these "releases” properly reflect the 
major items of the report and set forth all 
qualifications.
2. The reports should be made available to news­
papers well in advance of the date of their release 
for publication. Material giving the necessary data 
for comparisons and stating changes adopted in ac­
counting methods should accompany the report.
3. To enable the writer to give the public an 
adequate interpretation of the company’s financial 
condition, the report should state:
a. If unrealized profit has been reflected in the 
income account.
b. If capital surplus is used to relieve the in­
come account of charges.
c. If earned surplus of a subsidiary is a part of 
earned surplus of the parent company.
d. If dividends on its own stock held are credited 
to income account.
e. If notes receivable from officers are shown 
separately.
4. The accountant’s qualifications to the report 
should be clearly and prominently stated in the cer­
tificate, and explanation of them should be freely 
given the financial writer by the accountant.
5. Closer cooperation between accountant and 
financial writer, resulting in greater publicity to the 
qualifications and recommendations in the account­
ant’s report, should make corporate management 
more sensitive to the implications of the accountant’s 
certificate and result in more adequate reports.
Following the conference most of the New 
York newspapers published an account of the 
proceedings, with comment on the problems 
which had been under discussion.
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Accounting Information Required 
by Banks Extending Credit
In a recent publication of the Guaranty Trust 
Company of New York, entitled "A bank’s re­
lations with its customers,” Stuart H. Patterson, 
vice-president and comptroller, outlines the in­
formation needed as a basis for the extension 
of credit and the analysis of this information 
usually made by the bank. Mr. Patterson lists 
the items required as follows:
"1. Latest available balance-sheet; also balance- 
sheets for preceding two or three years, if they are 
not already in possession of the bank. Accounts 
should be grouped on balance-sheets to show the cur­
rent assets and current liabilities separately from 
other assets and liabilities. The items in the former 
group should include the following accounts:
Current Assets—cash in office and in banks, cash 
margin with banks, cash deposits in foreign coun­
tries (if unrestricted), cash advances for goods not 
invoiced, cash in sinking fund to be utilized within 
one year, certificates of deposit with banks, foreign 
exchange, notes receivable of customers, accounts re­
ceivable of customers, raw goods, goods in process, 
manufactured stock, goods in transit (if included in 
accounts payable), goods on consignment; govern­
ment bonds, other temporary investments if readily 
convertible into cash, accrued interest receivable.
"Current Liabilities—notes payable to banks, to 
brokers, for merchandise, accounts payable due 
within one year from date of balance-sheet, payrolls 
due and accrued, reserves for bad debts, reserves for 
inventory losses, reserves for contingencies unless 
entirely unallocated and in the nature of a general 
reserve, customers’ deposits, accrued interest payable, 
dividends payable, chattel mortgages, notes or ac­
counts payable to affiliated or associated companies, 
all other liabilities the maturity of which is not 
specified except capital stock, bonds or mortgages 
maturing within one year.
"2. Statement of the manner of valuing goods 
in inventory. Inventories should be at cost or market, 
whichever is lower.
"3. Amount of insurance carried on plant and 
the amount on merchandise.
“4. Amount of notes and accounts receivable, 
past due or of doubtful value.
“5. Statement of amount, if any, of notes re­
ceivable, accounts receivable, or merchandise pledged 
to secure indebtedness.
"6. Amount of notes receivable under discount; 
also any other contingent liability, as endorser or 
otherwise.
"7. Full and clear explanatory notes of all un­
usual items in balance-sheet, to insure fair consider­
ation of them by the bank. Otherwise the bank, in 
order to be on the safe side when there is ambiguous 
wording or lack of detailed explanation, will classify 
such an item as slow assets, if it is an asset, or 
among the current liabilities, if it is a liability.
"8. Statement of any contemplated construction 
or capital expenditure during the year, and the means 
by which it will be financed.
"9. Earnings statements and profit-and-loss state­
ments for a period of at least three years.
"10. Statement of the amount of depreciation 
charged off and the manner of computing it.
"11. Explanation of any unusual condition in 
connection with the earnings. If they are more or 
less than normal, it is desirable to state reason; and 
if earnings are low, to state what steps, if any, are 
being taken to rectify the trouble.
"12. A certification of the figures by independent 
auditors. (This is generally preferred by banks.)’’
In discussing some causes of bankruptcy, Mr. 
Patterson states that "inaccurate cost accounts 
or lack of cost accounts have probably been re­
sponsible for more failures than any other one 
cause. Of the two, the lack of cost accounts 
is probably less harmful than inaccurate figures, 
because with inaccurate cost data, a company 
bases its conclusions upon incorrect informa­
tion, while with no cost accounts, the company 
at least knows that it is working in the dark. 
Proper cost accounts are absolutely essential to 
the safe conduct of business, unless the margin 
of profit is so great that it may not be vitally 
necessary to watch the costs. It need hardly 
be said, however, that it is always desirable 
to know the facts.”
In another booklet published recently by the 
Guaranty Trust Co. of New York, entitled 
"What the items in a bank statement mean,” 
Mr. Patterson analyzes the contents of the state­
ment issued by his company under date of De­
cember 31, 1933, explaining each item in terms 
intelligible to the layman.
John J. Lang, of St. Louis, is listed as one 
of the consulting editors of the Cost and Pro­
duction Handbook, recently published.
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Cost Determination Under N . R. A.
In his address at the opening of the conven­
tion called by the national recovery administra­
tion, at which the public was invited to criticize 
past practices under the codes and to suggest 
changes, General Hugh S. Johnson enunciated 
twelve major points which he considered of 
prime importance. The "selling-below-cost" 
provisions of the codes were placed near the 
top of the list.
The last two issues of the Bulletin have in­
formed Institute members of the recommenda­
tions and suggestions made by individual ac­
countants on the question of what is cost. The 
first official announcement of the N. R. A. on 
this general subject seems to ignore the ques­
tion of defining cost and to place in the hands 
of each code authority the power to determine 
"the lowest reasonable cost of the products of 
an industry” in times of emergency. Upon ap­
proval by the administration of such a finding, 
sales below cost so determined would be con­
sidered an unfair trade practice. This rule is 
given herewith in full:
"When the code authority determines that an 
emergency exists in this industry and that the cause 
thereof is destructive price-cutting such as to render 
ineffective and seriously endanger the maintenance of 
the provisions of this code, the code authority may 
cause to be determined the lowest reasonable cost of 
the products of this industry, such determination to 
be subject to such notice and hearing as the ad­
ministrator may require. The administrator may ap­
prove, disapprove or modify the determination. 
Thereafter, during the duration of the emergency, it 
shall be an unfair trade practice for any member of 
the industry to sell or offer to sell any product of 
the industry for which the lowest reasonable cost has 
been determined at such prices or upon such terms 
or conditions of sale that the buyer will pay less 
therefor than the lowest reasonable cost of such 
products. When it appears that conditions have 
changed, the code authority, upon its own initiative 
or upon the request of any interested party, shall 
cause the determination to be reviewed.”
The question is asked by some accountants, 
without wishing to prejudice the practical 
effect of this rule, how each code authority is 
to determine that an emergency exists or what 
is "lowest reasonable cost” unless definitions 
of these terms are agreed upon in advance.
Apparently there is still a division of opinion 
among N. R. A. officers on the matter, since 
the consumers’ advisory board is reported to 
have submitted a request to General Johnson 
that certain reforms in policies and methods 
should be made. Here again the question of 
cost seems to be basic. In criticizing the codes 
now in force, this report includes the follow­
ing paragraphs on this question:
"Many of the provisions include such elements of 
cost as charges for excessive and obsolete equipment, 
selling expenses, and even returns on investment 
Such provisions raise the question whether or not 
recovery can be secured while basing minimum prices 
upon charges for the use of plant and equipment, 
etc., which would only be appropriate to a far larger 
volume of sales and a far larger volume of con­
sumers’ purchasing power than now exists, and in 
some cases than ever has existed.
"If the cost provisions of the codes are to pro­
mote rather than retard the recovery effort, we think 
that the following general proposition should 
govern them:
"I. Individual cost rather than average cost for 
an industry should be used, and the provision that 
there may be sales below individual cost to meet 
competition should be applicable in all cases.
"2. For each industry a formula for determining 
cost by each individual concern should be carefully 
defined and approved by an agency of the N. R. A. 
specially equipped to deal with such problems and 
to supervise continuously the working of cost form­
ulas and cost-accounting systems.
"3. Such a formula should include actual out­
lays for labor and materials, both direct and indirect. 
It should not include selling expenses or financial 
costs, or a larger proportion of the total overhead 
than the ratio of the present output to the normal 
output of the enterprise—normal to be taken as the 
average output for a period of years.”
Aside from the question of selling below 
cost, it is understood that the N. R. A. is recom­
mending that each code authority "formulate 
an accounting system and methods of cost-find­
ing and/or estimating capable of use by all 
members of the industry. After such systems 
and methods have been formulated, full detail 
concerning them shall be made available to all 
members. Thereafter all members shall de­
termine and/or estimate costs in accordance 
with the principles of such methods.”
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W HAT ACCOUNTANTS ARE SAYING
T h e  F a i t h f u l  Se r v it o r
George Armistead, speaking at the last annual 
dinner meeting of the Texas Society of Certified 
Public Accountants with representatives of other pro­
fessional organizations, “digresses long enough to ac­
cord credit where credit is due.” "I see before me 
the figure of a man, aged perhaps, or in the full 
strength of years, honest and intelligent. I have 
known this man and many like him. Who is he? 
He is the oldtime bookkeeper, that suppressed but 
faithful servitor, that overworked and underpaid 
inner guard of the proprietor’s treasure, whose work 
has been so much under-valued and whose warnings 
so frequently ignored by those who in the end 
reaped the whirlwind of their folly. Nothing stands 
to honor him. He deserves to be commemorated 
in deathless bronze.”
The principles of this man’s labor, the speaker 
said, are the lighted lamp of the accountancy pro­
fession. They are unchanging, because founded on 
the unchanging laws of mathematics.
"Over a period whose beginning far antedates the 
Paciolo treatise, bookkeeping firmly founded has 
served the activities of men for more than five cen­
turies. During that time it enlarged but never dis­
carded a fundamental concept. And through all this 
period, what about some of its arrogant contempor­
aries of the arts and sciences? The healing art of 
medicine was a congeries of drastic potions, poultices 
and exorcisms; surgery was practised by barbers; it 
was not until about 1628 that Dr. Havery in the 
midst of scoffing and unbelief projected his doctrine 
of the circulation of the blood. For all their pres­
ent greatness, those two professions were for cen­
turies hardly above what we presently know as the 
medicine man. Chemistry of today was alchemy of 
yesterday, shrouded in mystery and vagaries. In 
the development of the natural sciences, the preval­
ence of error and ignorance, long and persistently 
projected, now discarded, is enough to provoke 
laughter. And this has run down to within the 
memory of men now living. How does all this com­
pare with an art reduced to formulae under the 
aegis of a great university four hundred and forty 
years ago, passed down thecenturies unaltered in 
principle through its manifold applications, serving 
an unavoidable human need? Are not we who are 
the heirs to this discipline entitled to appraise our
calling an ancient and honorable one? Even so, but 
we can justify neither arrogance nor egotism; rather 
should we be sobered in the contemplation of a great 
responsibility.”
D e p r e c ia t io n  o n  P l a n t  M a c h in e r y
The complexities of computing depreciation on 
plant machinery are described in a letter by Paul E. 
Bacas, of New York, a member of the Institute, to 
the editor of Mechanical Engineering, official pub­
lication of the American Society of Mechanical En­
gineers, appearing in the February issue. The let­
ter takes issue with several points in a discussion 
of the subject by A. W. Benoit in the December is­
sue of the same magazine. Mr. Bacas’s letter fol­
lows in part:
"It would seem that the first consideration in mak­
ing provision for depreciation would be that as the 
provision cannot be exact it should be excessive 
rather than too low. This would obviate the possi­
bility of making too great a return to those stock­
holders who may not hold their interests and also 
prevent the overstatement of the plant assets.
"It would seem that our problem should be 
limited to making provision for our original invest­
ment and that changes in costs are financial prob­
lems and should not be allowed to confuse the de­
preciation problem which is in itself sufficiently com­
plex. One may easily visualize a condition where­
by the provision for depreciation might be revised 
almost yearly so as to improve the results or to make 
a reduction where profits are likely to be high. Dur­
ing the years 1926 to 1929 we might have accumu­
lated large reserves to replace the machine at the 
then costs to find that in 1933 such a machine might 
be purchased at less than the original costs. It is 
my opinion that the provision for depreciation should 
be made only to replace the original investment.
"The author apparently suggests that the amounts 
provided should be segregated and held separate so 
that funds may be available when the replacement 
is made. This might prove to be an expensive 
method of operating if the funds so held give a very 
low return or are invested in securities which had 
to be sold at a loss when the money was needed for 
the replacement. The method suggested has not as 
yet been found to be practical, in my opinion.”
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C o u n t y  A u d it o r s
The county auditor is in a sense the representa­
tive of the taxpayers. Generally speaking, it is 
through him alone that a report, uncolored by any 
political, personal or other bias, is available from 
an authoritative source. So stated Joel Hunter, Jr., 
in a recent address at a meeting of the Fulton County 
Grand Jurors’ Association at Atlanta.
The relation of the auditor to the county officials 
is almost judicial in the sense that the transactions of 
the county must be scrutinized to see that they are 
in all respects legal and proper, said Mr. Hunter. 
The county auditor must be more thorough in his 
review of many types of transactions than the auditor 
for a business enterprise, since county affairs are so 
largely directed and regulated by law.
"Several considerations have operated to diminish 
or inhibit the full benefit of county audits. The 
methods of selecting auditors have undoubtedly been 
responsible at least in part for this condition. It is 
unfortunately a very common practice in Georgia 
for the board of commissioners to request bids from 
firms of accountants for this service. Bidding upon 
audit work is generally regarded by accountants as 
unsound practice. The result of asking for bids upon 
county audits has been to attract those auditors who 
are willing to work for the smallest fees and run 
the greater risks. The value of an audit is such an 
intangible thing that it is a wise board of commis­
sioners who can be moved to select a firm of ac­
countants whose competitive bid is higher than the 
bids of others.”
T h e  C it ie s  L o o k  t o  T h e ir  
B o o k s  o f  A c c o u n t
The difficulties in budget-balancing that have con­
fronted many cities in recent months and the oppor­
tunities offered them to borrow money from federal 
agencies have forced city officers to take steps to 
bring their municipal accounting systems up to date. 
A. J. Lynn, of Louisville, develops this thesis in an 
article in The Kentucky City for December.
"The necessity for clear records is more urgent 
today than ever before due to the fact that it is 
more difficult now for cities to balance budgets than 
it was a few years ago, and to the ever increasing 
requirements of various agencies, governmental and 
otherwise, for financial information about cities,” 
says Mr. Lynn. "A state law in Kentucky makes it 
necessary for cities to publish at stated intervals 
financial statements; the United States department of 
commerce asks for information from time to time;
financial and investment houses that have sold bond 
issues for cities frequently make inquiry as to the 
financial standing of cities, and especially so if the 
city is delinquent in interest or bond principal pay­
ments.
"Those cities that are seeking a loan under the 
provisions of the national recovery act, under the 
emergency administration of public works through 
the state office of the public works administration 
are of necessity required to install and keep more 
detailed records than heretofore. A specific illus­
tration of this necessity of records may be found in 
a city that owns a municipal light and water-works 
system but has not previously segregated the income 
received from water and that received from light 
into separate classes of accounts; nor separated the 
expenses of operation of the plant as to light and 
water departments. Such cities seeking federal loans 
to improve the water-works systems, will be re­
quired to segregate both income and expenses as to 
departments, for the benefit of the water-works in­
come and the loan liquidation.
"The above requirements are an advance over the 
old and slip-shod methods of municipal accounting, 
and necessitate records that show income and ex­
penditures in detail. This is a wide contrast by 
comparison with the old method of charging practic­
ally all expenditures to 'general expense’.”
St a t e  C o r p o r a t io n  L a w s
The new business corporation law of Illinois be­
came effective on July 13, 1933. A new law was 
passed by Pennsylvania on July 3rd, 1933. These 
two laws, together with the Michigan corporation 
act, the Delaware act, the California act and several 
others have a definite bearing on information which 
must be disclosed in the net worth section of balance- 
sheets. There are many other laws that have similar 
effects.
Robert E. Payne, of Chicago, recently stated to 
members of the Accountancy club of the University 
of Illinois, "The main trouble comes about because 
of the fact that in order to interpret the provisions 
of the law strictly it may be necessary to violate 
established accounting practice. Many accountants of 
reputation, standing and much ability believe that 
we should more or less ignore the law. On the 
other hand are those who feel that the state laws 
should be followed very closely, but keeping in 
mind, of course, good accounting practice in so far 
as possible.
"Some of these problems arise from the fact that 
these state laws stipulate that the cost of treasury
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stock when owned by the corporation itself, reduces 
the surplus available for dividends. Other state laws 
specifically stipulate that this cost must be deducted 
from surplus. Some accountants have been in the 
habit of carrying treasury stock as an asset, though 
under certain conditions it is not generally con­
sidered to be good accounting practice. Others, 
however, have always followed the orthodox prin­
ciple that stock repurchased should be deducted from 
the capital stock account itself. The requirements 
of orthodox accounting and the law cannot both be 
entirely satisfied. Accountants would naturally pre­
fer to display the item as they think it should be 
shown. On the other hand, if they follow orthodox 
practice they may mislead their clients.
"Some accountants prefer to deduct the entire 
cost of treasury shares from surplus. Others prefer 
to use the old orthodox method and disclose the 
information in footnotes. Still others use the ortho­
dox method, but divide surplus into two parts, one 
called available for dividends and one not available 
for dividends. There are objections to all of these 
methods, and it may be a long time before we arrive 
at any commonly accepted method. The law is speci­
fic, and if the accountant ignores the law, some cor­
poration director may find himself in trouble. The 
accountant’s answer that his statement was prepared 
correctly and that the law is wrong, may not be a 
very convincing argument to a man who is about to 
incur heavy liabilities because of it.
"This is still quite a disputed and unsettled ques­
tion. It is probably one of the most current topics 
of discussion among accountants, though it has not 
yet reached the stage where many of their opinions 
are being published. The argument is still too 
young. Personally I feel that balance-sheets must be 
prepared for the information of the reader, and that 
if orthodox accounting methods need to be violated 
in order to set forth properly the information required 
under the law, there is nothing else to do about it. 
On the other hand, this important information to 
the client may possibly be displayed with the mini­
mum of violation of established accounting methods 
and still set forth proper legal facts.”
E f f e c t  o f  D o l l a r  D e v a l u a t io n  o n  A s set s
Revaluation of balance-sheet figures in terms of 
the devalued dollar is advocated by Henry W. 
Sweeney, a member of the Institute, in an article 
entitled "How the new dollar will affect your as­
sets”, appearing in Forbes magazine for February 
15th.
"Exactly why are the old, unstabilized, un­
revalued balance-sheet figures misleading to those 
vitally interested in a company?” Mr. Sweeney asks, 
and then gives his answer, as follows:
"Because two classes of items appear on balance- 
sheets. One of them consists of 'money-value items’, 
such as cash, accounts receivable and payable, promis­
sory notes, bonds, mortgages and other obligations 
whose face amounts have been set prior to revalu­
ation. No matter how much or how little the dollar 
is depreciated, cash and obligations of the kind men­
tioned above remain at the same value in terms of 
dollars—unless the obligations are ’valorized’; that 
it, revalued in proportion to the change in the price 
of some commodity.
"But with 'real-value items’ the case is radically 
different. These items consist mostly of commodities 
and equities owned—merchandise, real estate and the 
capital stock of other companies, for example. Their 
real value is not fixed in dollars, though their bal- 
ance-sheet value is. When the gold content of the 
dollar is cut (thus leading to the use of more 
money), the prices of these real-value items rise 
sooner or later. Consequently, unless real-value 
items as shown on the balance-sheet are adjusted for 
the decreased value of the dollar, they become great- 
ly understated.”
After developing this thesis in some detail, Mr. 
Sweeney concludes that "if the dollar is to be valued 
by its gold content, then all figures in the present 
and forthcoming flood of corporate reports for De­
cember 31, 1933, (reports purporting to set forth 
the financial conditions and profit-and-loss activities 
of the nation’s principle economic units) must be 
adjudged not only wrong so far as real-value items 
are involved, but also incomplete so far as the prob­
ably great profit-and-loss effects of the progressive 
dollar devaluation are ignored.”
James L. Dohr, of New York, addressed 
members of the Columbia university chapter of 
Beta Gamma Sigma, national honorary frater­
nity of students of commerce and business ad­
ministration, on "Overvaluation of assets” at a 
meeting on February 15th.
Walter A. Staub, of New York, on February 
20 th, spoke over radio station WNYC on 
"Problems of industrial taxation.” He also 
addressed members of the Municipal club of 
Brooklyn, February 27th, on "Depression de­
velopments in taxation.”
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Municipal Audits for Information 
of Investors
The right of taxpayers and holders of muni­
cipal bonds to accurate information concerning 
a city’s financial affairs was stressed by Walter 
A. Staub, member of the Institute and presi­
dent of the New York State Society of Certified 
Public Accountants, in a radio broadcast over 
station WJZ and the National Broadcasting 
Company network on March 5th.
"We find many undesirable conditions di­
rectly traceable to shortcomings in present day 
municipal financial reports,” he said. "Tax­
payers, lacking reliable, up-to-the-minute in­
formation supplied from authoritative sources, 
are prone to act on politically motivated rumors 
which create unnecessarily difficult situations 
such as tax strikes and sudden changes in ad­
ministrations at elections.
"In such times of uncertainty investors seek 
to sell rather than to buy long-term securities 
for the normal capital expansion programs of 
municipalities. Market values of outstanding 
securities are consequently unduly depressed, 
and new long-term capital becomes prohibitive 
in cost if obtainable at all.
"Bankers who may usually be relied upon 
for short-term loans and for ordinary financial 
accommodations refuse to continue in their 
usual role.
"The subject is directly connected with the 
activities of the professional certified public ac­
countant, because such a practitioner, if com­
missioned to do so, could have, and in many 
instances, has prepared municipal reports that 
furnish citizens with adequate and understand­
able information regarding the affairs of their 
cities.”
N eed fo r  Sta ndard  o f  Co m pariso n
The question, "What can be done to help 
our cities?” is being asked throughout the coun­
try, according to an article entitled "Yardsticks 
of government,” written by Walter Mucklow, 
member of the Institute’s special committee on 
governmental accounting, for the February issue 
of the Florida Municipal Record. Mr. Mucklow 
is also chief accountant for the bureau of ac­
counts, Florida League of Municipalities.
"No general answer to the question can be 
given because it is seldom that the needs of
any two cities are identical,” Mr. Mucklow 
states. "But it may be said with truth that 
probably the greatest need of all is to obtain 
more information, not only as to what one city 
is doing, but also how its results compare with 
those of other cities.
"The inability to make trustworthy compari­
sons of the results obtained deprives all cities—  
whether large or small, whether well managed 
or ill managed—of the use of the yardstick af­
forded by comparisons, which is one of the 
most powerful aids we have to enable us to 
secure efficient management.
"The cure for this defect is the adoption by 
all cities of a uniform system of classification 
of their accounts, and the first efforts of the 
bureau will be the preparation and presenta­
tion of such a system suitable for Florida cities 
and in conformity with the one which will be 
prepared by the national committee, whose 
headquarters are in Chicago.”
News o f Local Societies
W e s t e r n  M ic h ig a n  
The Western Michigan chapter of the Michigan 
Association of Certified Public Accountants met on 
February 20th at Grand Rapids to hear an address 
by D. W. Springer, secretary of the Michigan state 
board of accountancy and of the American Society 
of Certified Public Accountants.
Philippine Islands 
Members of the Philippine Institute of Certified 
Public Accountants recently attended an outing at 
the country estate of Juan Posadas, near Manila, in 
honor of James Weldon Jones, a member of the 
American Institute of Accountants, who has been 
appointed insular auditor by the president of the 
United States. Mr. Jones is the second insular audi­
tor to hold a C. P. A. degree. All municipal, pro­
vincial and fiscal affairs of the islands are centralized 
under the office which he now holds.
N o r f o l k
The historical Background of current state and 
local tax legislation in the Southern states was pre­
sented at a meeting of the Norfolk chapter of the 
Virginia Society of Public Accountants on March 
2nd by B. A. McKinney, a guest speaker. The ad­
dress was followed by open forum discussion of the 
present tax situation.
The Norfolk chapter was organized only a month 
or two ago. W. R. Tolleth is president, and A. 
Vernon Sheffield is vice-president.
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AMERICAN INSTITUTE OF ACCOUNTANTS
B u r e a u  o f  I n f o r m a t io n
April 18, 1934
To Members and Associates of the 
American Institute of Accountants:
g e n t l e m e n :
Most members and associates are familiar with the procedure of the bureau of information 
conducted in conjunction with the activities of the Institute’s library. Through the agency of the 
bureau a member may submit any technical question to which an answer is not available in pub­
lished literature. The question will be referred anonymously to other members familiar with that 
particular subject and the replies will be transmitted anonymously to the inquirer.
So many members have found this service of great value that the increase in volume of the 
work makes it necessary to request additional assistance. Last year there were inquiries about 
many subjects and it has sometimes been difficult to know to whom requests for information should 
be referred.
Accordingly, it is requested that those who are willing to cooperate in this work indicate be­
low the subjects upon which they would be willing to answer questions which the librarian might 
refer to them. On the basis of this information the librarian will be able to render reports more 
quickly and to avoid sending questions to members which they would not care to answer.
It is repeated that the service will be rendered anonymously. No mention is made of the 
name of inquirer or advisor.
Yours truly,
H e l e n  M. J o h n s t o n e ,  Librarian.
Please indicate three industries or business enterprises with reference to which you would 
answer questions:
Please indicate three general accounting subjects or related topics on which you would be 
willing to answer questions:
Date
Name . 
Address
R e p o r t  of P ublic  Ser v ic e
April 18, 1934
Please return this form to:
A m e r i c a n  I n s t i t u t e  o f  A c c o u n t a n t s  
135 C e d a r  S t r e e t  
N e w  Y o r k ,  N .  Y .
Public Addresses Delivered Since MARCH or Scheduled for the Future
(Advance copies of addresses are desired by the Institute)
Place Date O r g a n i z a t i o n S u b j e c t
Articles or Books Published Since MARCH or Scheduled for the Future
(Advance copies of articles, and copies of books, when published, are desired by the Institute)
Publication Date T i t l e In case of book, please indicate publisher
Public Service or Appointments Since MARCH
(Including committee work for organizations)
Approximate date 
of appointment Has notice appeared in local press?
Nam e__ 
Address.
N. B. You are earnestly requested to notify the Institute of any forthcoming events 
affecting accountancy in which you expect to participate.
Bulletin Supplement
April 18, 1934
To Members and Associates of the 
American Institute of Accountants:
At the meeting of council of the American Institute of Accountants at New York, April 9, 
1934, recommendations of the board of examiners for election of applicants were approved. 
Four applicants for admission as members and 1 applicant for admission as associate had 
passed oral examinations. Credit for having passed examinations acceptable to the Institute 
was accorded 10 applicants for admission as members and 1 as associate. Seven applicants 
for admission as members and 1 for admission as associate had passed the Institute’s examina­
tions for a C. P. A. certificate in a cooperating state. The board recommended the advancement 
of 7 associates to membership.
For advancement to membership:
James C. Addison, Des Moines Archer D. Lewis, Denver
Robert I. Barry, New York, N. Y. Francis N. Mullen, Elmira, N. Y.
George B. Clegg, Providence, R. I. William H. Willis, Brooklyn, N. Y.
Thomas R. Dempsey, Los Angeles
For admission as members:
J. E. Armstrong, Baltimore 
Charles M. Burlingame, Chicago 
Harold K. Chaney, Los Angeles 
Burney R. Clack, Tulsa, Okla.
Andrew G. Clauson, Jr., New York 
Joseph F. Cook, University City, Mo. 
William Fagell, Boston 
Charles O. Gunther, Jr., Baltimore 
Harry A. Houston, Paris, Ill.
William W. Johnston, Springfield, Mass. 
R. W. Kiersted, Cleveland
John B. Macnab, Baltimore 
Henry F. Meyer, Savannah 
Edwin C. Nelson, San Francisco 
David J. W. Patrick, San Francisco 
Charles M. Peale, Tulsa, Okla.
Everett J. Penny, White Plains, N. Y. 
Walter H. Rohe, Chicago 
Donald S. Ryder, Los Angeles 
Robert T. Taylor, Baltimore 
William B. Tittsworth, Baltimore
James H. Cave, Boston 
Forrest W. Pinkham, Boston
For admission as associates:
Herbert R. Thielmeyer, San Francisco
These applicants do not become members (or associates) until declared elected by the 
president. If protest is to be made against the election of any applicant on the list, it should 
reach the offices of the Institute before May 2, 1934.
JOHN L. CAREY, Secretary.
AM ERICA N  IN STITU TE O F  A C C O U N TA N TS
officers— 1933-1934
Pr e s i d e n t ............. ................................................Jo h n  F. Forbes
V ice-presidents
 P. W . R. G lo v e r  
 E lm e r  L. H a t t e r
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AMERICAN INSTITUTE OF ACCOUNTANTS
Meeting o f Council
The spring meeting of council of the 
American Institute of Accountants took place 
on April 9th at the offices of the Institute at 
New York. The following members of council 
were present:
Lewis Ashman, Illinois 
John D. Cherrington, Ohio 
Will-A. Clader, Pennsylvania 
Charles B. Couchman, New York 
C. C. Croggon, Maryland 
Allan Davies, New York 
W. Sanders Davies, New York
S. G. H. Fitch, Massachusetts 
John F. Forbes, California 
William B. Franke, New York 
P. W. R. Glover, New York 
James Hall, New York 
James J. Hastings, New Jersey 
Elmer L. Hatter, Maryland 
F. H. Hurdman, New York 
William H. James, Georgia
E. G. H. Kessler, Missouri 
William M. Lybrand
I. B. McGladrey, Iowa 
J. K. Mathieson, Pennsylvania 
Philip N. Miller, New York 
Walter A. Musgrave, Connecticut 
John B. Niven, New York 
C. F. Rittenhouse, Massachusetts 
W. Q. Sharp, Mississippi 
Archie M. Smith, Louisiana
S. L. G. Sutherland, Massachusetts 
William H. West, New York
The report of the secretary, outlining the 
work of the half year, which is printed else­
where in this Bulletin, was received. The 
council also heard reports of the executive com­
mittee and standing and special committees on 
professional ethics, federal legislation, meet­
ings, publication, state legislation, accounting 
procedure, cooperation with bankers, coopera­
tion with investment bankers, cooperation with 
other organizations, cooperation with stock ex­
changes, development of accounting principles, 
development of the Institute, governmental ac­
counting, inventories, natural business year and 
public relations.
I. Graham Pattinson of Los Angeles and 
Paul Knight of New York were elected as 
members of the council for the balance of the 
fiscal year to fill vacancies which had occurred 
during the year.
The council discussed suggested methods of 
extending adoption of the natural fiscal year 
among industrial groups.
Following are resolutions adopted by the 
council on the death of two outstanding mem­
bers of the Institute, Joseph E. Sterrett and 
Charles S. Ludlam:
"The council of the American Institute of 
Accountants has learned with profound sorrow 
of the passing of Joseph Edmund Sterrett.
"Mr. Sterrett had played a part in the de­
velopment of modern American accountancy at 
least as great as that of any other member of 
the profession. In 1904 he was the president 
of the first international congress of account­
ants. From 1909 to 1911 he served as presi­
dent of the American Association of Public 
Accountants, the national organization which 
preceded the American Institute of Account­
ants. In 1915 he served as chairman of the 
special committee on form of organization 
which was responsible for the creation of the 
American Institute of Accountants. There­
after for many years he was treasurer of the 
Institute, member of council, member of execu­
tive committee, chairman of committee on pub­
lication and participated actively in most of the 
major undertakings of the Institute. He gave 
without stint or hesitation of his time and great 
abilities to the building up of accountancy. In 
spite of the enormous demands upon his time 
made by the important international services 
which he rendered to his country, he was ever 
ready to devote his energies and his time to the 
furtherance of all that made for the betterment 
of the profession. As an accountant his abili­
ties were unexcelled, his tact and graciousness 
were unparalleled, his broad vision and keen 
discernment were ever at the service of his 
chosen profession. No demands upon him were 
too great to be granted. His going leaves a 
vacancy that can not be filled.
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"He was a brilliant executive, a model of 
what an accountant should be, a good friend, 
and above all a noble gentleman.
"Therefore the council of the American In­
stitute of Accountants, representing the entire 
membership of the organization, unanimously 
adopts the following resolution:
"Be it resolved that the council of the 
American Institute of Accountants in meeting 
assembled hereby records its deep sorrow at the 
passing of Joseph Edmund Sterrett, one of the 
great founders of the modern profession and in 
adopting this resolution desires to place on 
record its permanent gratitude for the services 
which he rendered and for the magnificent ex­
ample which he has left for the entire profes­
sion.
"Be it further resolved that this preamble 
and these resolutions be spread upon the 
minutes of the council of the Institute and a 
copy be sent with expressions of profound sym­
pathy to the family of Mr. Sterrett.”
"RESOLVED, That in the death of Charles 
Stewart Ludlam the entire profession of ac­
countancy has suffered an irreparable loss. His 
services to his country during the world war 
were noteworthy, and during his entire profes­
sional career his efforts had been effectively di­
rected toward the raising of technical standards 
and the firm establishment of accountancy as 
a profession. Mr. Ludlam served as vice- 
president of the American Institute of Account­
ants, as a member of the board of examiners 
and on several important committees.
"He was a man of keen intelligence and 
ready wit. He had a splendid capacity for 
friendship and an exceptionally clear vision.
"The council of the American Institute of 
Accountants in meeting assembled records its 
sorrow and directs that this resolution be spread 
upon the minutes of the council and a copy 
be sent to Mr. Ludlam’s family and to his asso­
ciates.”
After transacting routine business before it, 
the council adjourned shortly after noon. The 
members were guests of the president at 
luncheon at the Bankers’ Club.
Officers Visit State Societies
On the day following the council meeting 
John F. Forbes, president of the Institute, ac­
companied by the secretary, proceeded to 
Indianapolis to attend a meeting of the Indiana 
Association of Certified Public Accountants on 
April 11th. The Institute’s officers were also 
scheduled to attend meetings of the Kentucky 
Society of Certified Public Accountants at Louis­
ville on April 12th, the Arkansas Society at 
Little Rock on April 13th, the Tennessee 
Society at Memphis on the 16th and a joint 
meeting of the Minnesota chapter of the 
American Institute of Accountants and other 
Minnesota certified public accountants at 
Minneapolis on April 18th.
Examinations
The regular spring examinations of the 
American Institute of Accountants will be held 
May 17th and 18th, and cooperating state 
boards of accountancy will hold simultaneous 
sessions. Following is the schedule of ex­
aminations:
Thursday, May 17, 1934
9:00 A. M. to 12:30 P. M. Auditing.
1:30 P. M. to 6:30 P. M. Accounting theory 
and practice. Part I.
Friday, May 18, 1934
9:00 A. M. to 12:30 P. M. Commercial law.
1:30 P. M. to 6:30 P. M. Accounting theory and 
practice. Part II.
Rule N o. 7
The committee on professional ethics has re­
quested that members of the American Institute 
of Accountants be reminded of rule No. 7 of 
the rules of professional conduct, which reads 
as follows:
"No member or associate shall take part in any 
effort to secure the enactment or amendment of any 
state or federal law or of any regulation of any 
governmental or civic body, affecting the practice of 
the profession, without giving immediate notice 
thereof to the secretary of the Institute, who in turn 
shall at once advise the executive committee or the 
council.”
There has recently been some discussion as 
to the propriety of the rule, which the com­
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mittee on professional ethics has come to the 
conclusion is entirely proper. It was presum­
ably adopted by the council as the most con­
venient means of putting members on notice 
that they were expected to advise officers of the 
Institute of the introduction of legislation af­
fecting accountancy. The committee considers 
it an obligation of every member to transmit 
to the headquarters of his association informa­
tion regarding legislation which might have an 
influence over the practice of his fellow mem­
bers.
Extension o f Plan o f Coöperation 
in Examinations
The board of examiners of the American 
Institute of Accountants announced to state 
boards of accountancy in March that it had 
modified the plan of cooperation in examina­
tions. The purpose of the change is to permit 
state boards, which are prevented by technical 
legal obstacles from submitting papers of can­
didates for grading by the Institute’s examiners, 
nevertheless to make use of the Institute’s 
standard uniform examinations.
It is not the intention of the board of ex­
aminers that existing relations between the In­
stitute and state boards shall be changed, but 
only to make the Institute’s examinations avail­
able to states which are unable to participate in 
the full plan of cooperation.
Under the new plan printed copies of the 
examination questions and problems ready for 
submission to candidates, together with station­
ery for the use of candidates, will be supplied 
to state boards at a nominal charge based upon 
the number of candidates. In the letter of 
announcement the board said:
“The Institute’s board of examiners announces a 
modification in the plan of cooperation with state 
boards of accountancy in the conduct of examina­
tions.
"The board now offers to state boards the Insti­
tute’s examination questions and problems without 
the requirement that candidates’ papers be sub­
mitted for grading by the Institute’s examiners.
"The services of the Institute’s examiners will be 
available as usual to those states which desire that 
candidates’ papers be graded by the Institute.
"It will be requested that each state board accept­
ing the examination questions under the new con­
ditions will consent to submit to the Institute's 
board for review the examination papers of any
candidate who applies for admission to the Institute 
subsequent to the examination.
"State boards which desire that the papers of 
candidates be graded by the Institute’s examiners 
may continue to obtain the service under the regular 
procedure which has been in effect up to this time.
"The charges have been computed only with the 
intention of meeting the cost of preparing and print­
ing examinations and the cost of grading whatever 
papers may be submitted. If a large number of 
states takes advantage of the offer it is possible that 
the cost may be reduced. The Institute has con­
stantly sustained a loss through the plan of coopera­
tion in examinations and it has no intention of 
deriving any profit therefrom. This offer is made 
solely with the thought that it would be advantage­
ous to the profession if a uniform C. P. A. ex­
amination were used in all states. Thirty-five states 
and territories now participate in the plan of 
cooperation with the Institute.
"It is hoped that many state boards which have 
not hitherto participated in the plan of cooperation 
because of legal technicalities or other circum­
stances, which prevented submission of candidates’ 
papers to the Institute for grading, will now find 
it possible to adopt the modified plan. Reciprocal 
relations and high standards throughout the country 
will be facilitated by wide adoption of a uniform 
examination.
"It is believed that grading of candidates’ papers 
by a central agency is valuable to boards which can 
avail themselves of the service. This procedure 
assures a general uniform standard of grading, 
facilitates the work of the state board, and protects 
the board against accusations of partiality.
"The Institute’s board must request that states 
accepting the examinations use them in their en­
tirety. It can not permit the selection of certain 
questions or substitution of additional questions. 
The whole purpose of the plan is to effect uniformity 
in the examinations for the C. P. A. certificates among 
the various states so that the certificate everywhere 
will have substantially the same value.”
John T. Madden, New York, addressed 
members of the Pace Alumni Association at a 
meeting, March 14th, on "Gold, money, credit 
and prices.”
George S. Olive, Indianapolis, is serving as 
an impartial member on the local grievance 
board under the motion picture industry code.
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OBITUARY
Joseph Edmund Sterrett
Joseph Edmund Sterrett, of New York, at 
one time president of the American Associa­
tion of Public Accountants and a leader in the 
movement that led to the reorganization of that 
body as the present American Institute of Ac­
countants, died on March 21, 1934. He was 
a senior partner in the firm of Price, Water­
house & Co.
Mr. Sterrett was born at Brockway, Pennsyl­
vania, in 1870. He became associated with the 
late John W. Francis, of Philadelphia, and 
entered into partnership with him in 1896. 
After the death of Mr. Francis, he continued 
the practice until in 1907 he accepted an in­
vitation to join the firm of Price, Waterhouse
& Co., of which he continued a partner until 
his death.
One of the founders of the Pennsylvania As­
sociation of Public Accountants, he was secre­
tary of that organization from 1897 to 1900 
and president from 1904 to 1906. In 1904 he 
was chairman of the first International Con­
gress of Accountants, held at St. Louis. He 
became president of the American Association 
of Public Accountants in 1909.
When the American Institute was organized 
in 1916, Mr. Sterrett was elected a member of 
the council for two years. He again served on 
the council from 1927 to 1932. In 1916 he 
was a member of the executive committee and 
at the time of his death had served ten terms 
on that committee, the last being for the year 
1931-32.
Mr. Sterrett was chairman of the committee 
on publication for the first ten years of the 
existence of the Institute. He was treasurer 
of the Institute for two terms beginning in
1920 . He served for three years on the special 
war committee. Other committees on which 
Mr. Sterrett served are those on professional 
advancement, 1920, administration of endow­
ment, 1932, public affairs, 1923, and the special 
committee on accounting procedure, 1930.
In various fields, Mr. Sterrett rendered ser­
vice which won him wide recognition in this 
and other countries. From 1917 to 1919, he 
served on various tax advisory bodies created 
by the treasury or by congress. Later he 
worked at Paris with the reparations commis­
sion, returning to the treasury on the tax- 
simplification board created by the revenue act 
of 1921. From 1924 to 1927 he was in Berlin 
as the American member of the transfer com­
mittee under the Dawes plan and as deputy for 
the agent-general. On his resignation he was 
made a Commander of the Legion of Honor, 
of the Order of the Crown of Italy, and of 
the Order of Leopold (Belgium), and was 
decorated by the German government. Later 
he undertook special missions to Mexico for 
the international committee of bankers and to 
Germany on behalf of the German railways.
Mr. Sterrett served for a number of years as 
a trustee of the Dry Dock Savings Institution 
and as a director of the National Bureau of 
Economic Research. In recent years he took 
an active part in the work of the chamber of 
commerce of New York, resigning the chair­
manship of its executive committee in 1933 
because of ill health.
Mr. Sterrett moved from Philadelphia to 
New York in 1910 and lived at 59 East 66th 
st. and at Beechwoods, Redding Bridge, 
Connecticut.
Charles Stewart Ludlam
Charles Stewart Ludlam, a former vice-presi­
dent of the American Institute of Accountants 
and a participant in its activities during many 
years, died on April 4th at his residence at 
Miami Beach, Florida. Mr. Ludlam was a 
senior partner in the firm of Haskins & Sells.
He was born in Chicago and from early 
youth had been engaged in accounting work 
in its various branches. He entered public prac­
tice in 1895 when he became associated with 
the firm of Haskins & Sells. Mr. Ludlam was 
a member of many state societies of account­
ants and held certificates as a certified public 
accountant under the laws of some twenty 
states.
As a fellow of the American Association of 
Public Accountants and a member of its suc­
cessor, the American Institute of Accountants, 
Mr. Ludlam did much to promote the develop­
ment of the profession of public accountancy. 
He served on the board of examiners of the
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Institute from 1917 to 1920. During 1917, 
1918 and 1919 he was a member of the special 
war committee. He served on the special com­
mittee on interest in relation to cost during 
1917 and 1918. In 1918 he was elected vice- 
president and served for two terms. In 1920 
he was elected to the council for four years. 
He also served on the committee on adminis­
tration of endowment in 1923, 1928 and 1929, 
and the committee on nominations in 1924.
In 1918, at the request of the war depart­
ment, Mr. Ludlam went to France to take 
charge of the accounting between the United 
States and the allied governments, with special 
attention to estimating the value of our surplus 
war materials and supplies in France.
Besides being a member of many societies of 
accountants, Mr. Ludlam was affiliated with the 
American Academy of Political and Social 
Science, the American Arbitration Association, 
the Railroad Owners Association and the 
American Electric Railway Association.
At the time of his death he was 67 years 
of age.
Andrew Hunter, Jr.
Andrew Hunter, Jr., of Baltimore, for many 
years a member of the Institute, died on March 
20 , 1934. Mr. Hunter held a certified public 
accountant certificate from the state of Maryland 
and practiced under the firm name of Andrew 
Hunter, Jr., & Co.
Joseph C. Myer
Joseph C. Myer, dean of the school of com­
merce of St. John’s College, Brooklyn, ad­
mitted to membership in the American Institute 
of Accountants in November, 1933, died on 
April 5th at the age of 40. Dr. Myer was 
author of several accounting texts.
He held certified public accountant certifi­
cates of New Jersey and New York. He was 
a graduate of Dartmouth college and had been 
an instructor in accounting subjects for many 
years. In 1927 he was instrumental in organiz­
ing the school of commerce at St. John’s Col­
lege and was dean of the school from its found­
ing until his death. He was a member of sev­
eral accountancy societies and was president of 
the Commercial Education Association during 
the year 1932-33.
Michael H. Sigafoos
Michael H. Sigafoos, of Philadelphia, a mem­
ber of the American Institute of Accountants 
since 1916, died on March 10, 1934, at his 
home at Germantown. Mr. Sigafoos was a cer­
tified public accountant under the laws of Penn­
sylvania and was in practice on his own account 
at the time of his death.
Cole Trostler
Cole Trostler, of New York, a member of 
the Institute since 1925, died on April 9th,
1934. Mr. Trostler was a certified public ac­
countant under the laws of New York and was 
a partner in the firm of Charles Hecht & Co.
Francis M. Williams
Francis M. Williams, of Jacksonville, a char­
ter member of the Institute and a pioneer in 
the public accountancy profession in Florida, 
was killed in an explosion of gas at his home 
on March 8, 1934.
Mr. Williams held certified public account­
ant certificates under the Florida and Indiana 
laws. His was one of the first certificates ob­
tained by examination in the state of Florida. 
Mr. Williams was a native of England, but the 
major portion of his life was spent at Jackson­
ville. He was a member and at one time a 
director of the Florida Institute of Accountants. 
At the time of his death, he was 62 years of 
age.
H. N . Hemsley
H. N. Hemsley, of Berlin, a resident partner 
in the firm of Price, Waterhouse & Co., died 
at Düsseldorf, Germany, on February 24, 1934. 
He was well known to many American account­
ants through his service in American offices of 
his firm some years ago.
He was admitted as a partner in 1926, and 
had been resident partner in Berlin since 1930.
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Distribution o f Institute Pamphlets
A total of 17,350 copies of the pamphlet 
"Audits of corporate accounts”, published by 
the American Institute of Accountants in 
January, 1934, have been distributed to ac­
countants and others throughout the country.
A total of 11,250 copies of the bulletin 
"Audits of governmental bodies”, published in 
March, have been distributed among account­
ants, municipal officers, taxpayers’ associations 
and elsewhere.
Copies of these pamphlets are still available 
at the offices of the Institute.
Employment with Federal Agencies
The American Institute of Accountants has 
been invited to submit names of accountants in 
all parts of the country who might be qualified 
for employment with certain agencies of the 
federal government. It has been requested that 
the names of the government organizations con­
cerned be not advertised.
It is understood that the positions available 
are of various types. Apparently, internal 
auditors are desired as well as assistants in ad­
ministrative capacities. There is a particular 
need for well qualified accountants who have 
had some experience with the legal or financial 
phases of mortgage accounting. Accountants 
who are available for this kind of work may 
submit their names to the secretary of the Insti­
tute.
A full statement of qualifications is desired, 
including name, address, age, education (high 
school or college), experience, (with the names 
of at least the most recent employers), profes­
sional qualifications (C. P. A. or membership 
in professional societies), salary desired, and a 
statement as to whether or not the applicant is 
married. It should be indicated whether or 
not each applicant has had any experience with 
the accounts of banks, insurance companies or 
mortgage institutions.
It is said that political affiliation will have 
no weight in the selection of applicants. There 
are few positions available for junior or clerical 
assistants, but application will be accepted from 
accountants of senior or semi-senior grade. 
Positions are expected to be permanent and 
salaries will range from $1500 to $6000 a year.
Secretary’s Report
Following is the text of the report of the 
secretary submitted to the council at its meet­
ings on April 9th:
To the Council of the 
American Institute of Accountants
G EN TLEM EN:
Demands upon the Institute have increased 
rapidly during the year.
The program of the federal administration has 
affected many subjects in which professional ac­
countants have a direct interest and, accordingly, 
there has been an extraordinary amount of activity 
in Washington on the part of representatives of the 
Institute.
Reports of the executive committee and other com­
mittees will indicate the diversified nature of these 
activities. Briefly, the subjects covered include the 
federal securities act, the proposed national securities 
exchange bill, cost accounting under the N. R. A., 
proposed codes for accountants under the N. R. A., 
accounting provisions of rules of fair practice for 
investment bankers submitted under a N. R. A. code, 
proposals for new federal tax legislation, treasury 
decision 4416, requiring affidavits of accountants 
under the immigration laws of United States and 
Canada, registration of unemployed accountants 
under the civil works administration, the so-called 
Shannon bill providing for maintenance of standard 
accounting and reports for executive departments of 
the United States, and the so-called Ruffin bill in­
tended to limit the fees of agents representing 
claimants against the government of the United 
States.
In all its relations with congress, or with execu­
tive department of the government, the Institute has 
studiously avoided the appearance of lobbying. The 
assistance of counsel in obtaining information and 
advice has been invaluable, but most of the actual 
discussions have been carried on by members of the 
Institute, or by the secretary. Care has been exer­
cised to confine arguments to questions which have 
public interest and to avoid anything in the nature 
of special pleading. It is believed that the Institute 
has been able to make constructive contributions in 
its relations with the government, and its prestige 
has not suffered through suspicion of selfish motives.
Cooperation between the Institute and the New 
York stock exchange, the Robert Morris Associates, 
the Investment Bankers Association, and the Ameri­
can Petroleum Institute, as the reports of several 
committees will reveal, has further increased the
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prestige of the Institute and of accountancy in the 
eyes of the business public.
W ith added public recognition attention is be­
coming focussed on the accountant’s responsibility, 
and the legal liability of accountants is a subject of 
frequent discussion.
The executive committee has offered to consult 
with members who are the object of suits based on 
alleged negligence in professional engagements, and 
two requests for advice have been received as a 
result of this invitation. Reports of suits against 
accountants seem to be increasing in number, and 
it seems possible that the Institute may be asked to 
participate in cases which may have an important 
effect on future decisions by courts.
The threat of establishment of auditing depart­
ments by various branches of the federal govern­
ment has caused some uneasiness among the mem­
bership, and may require opposing action on the 
part of the Institute.
All these matters are in the nature of extraordi­
nary and non-recurring items of activity on the part 
of the Institute. In the meantime the program of 
professional education and development has gone 
forward.
The board of examiners has continued its inces­
sant effort to improve the examination questions and 
problems which are used by thirty-five cooperating 
states and territories in their C. P. A. examinations. 
Beginning with the November, 1933, examinations, 
the board has decided to include a question on pro­
fessional ethics in the auditing paper of each ex­
amination. A change has been made in the plan of 
cooperation with state boards in order that states, 
which are prevented by technical legal obstacles from 
submitting the papers of candidates for grading by 
the Institute, may nevertheless have the benefit of 
the Institute’s standard examinations.
The committee on professional ethics has con­
sidered a large number of complaints and inquiries 
and has given a good deal of study to certain pro­
posed additions to the rules of professional conduct 
and resolutions intending to clarify existing rules.
Most of the standing and special committees, as 
reports will show, have had an unusually active 
half year. The number of special committees has 
been increased this year by four.
The library and bureau of information have 
answered 2,606 inquiries since the beginning of the 
fiscal year and the library has received 2,250 
visitors. One thousand and two books have been bor­
rowed from the circulating library department. The 
total collection of books, magazines and pamphlets 
has grown to 14,286.
The publishing company has produced one new 
book during the current year, which has been well 
received, and several others are in prospect. The 
high standard of content of The Journal of Account­
ancy and the monthly Bulletin has been maintained. 
The operations of the publishing company have pro­
duced a substantial profit.
The establishment of a benevolent fund is an 
addition to the list of Institute’s activities which 
has met with general applause.
The special committee on terminology will review 
during the spring and summer a complete revised 
draft, which is now in process of typing, of the 
preliminary report on accounting terminology.
A good deal of progress has been made in the 
dissemination of information about the Institute both 
among members of the profession and the public 
generally. Following the annual meeting last 
October a pamphlet on the responsibility of account­
ants under the securities act was sent to all members 
of the Institute.
An analysis of state legislation on accountancy in 
1933, together with an article on the interstate 
practice of accountancy, was sent to all members of 
state accountancy boards and secretaries of state 
societies.
A report, analyzing existing statutes containing 
provisions relating to independent audits, was cir­
culated among the state societies.
In December a special report of the secretary, 
outlining all the activities of the Institute during the 
past year, was sent to each member and associate, 
and copies o f  the report were distributed among 
other accountants by members of the council and 
of the special committee on development of the 
Institute.
A pamphlet containing correspondence between a 
committee of the Institute and the New York stock 
exchange was sent to all members and associates 
and other certified public accountants whose ad­
dresses were available. Seventeen thousand three 
hundred and fifty copies have been distributed.
Similar wide distribution was given a pamphlet 
entitled "Audits of governmental bodies,” prepared 
by the special committee on governmental account­
ing, and published in the early part of March. 
Eleven thousand two hundred and fifty copies have 
been distributed.
A circular letter offering the cooperation of the 
Institute in the establishment of local libraries and 
employment exchanges was sent to the secretary of 
each state society.
Addition of a member of the staff whose entire
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attention is devoted to distribution of information 
about the Institute, through various channels, has 
increased recognition of the Institute’s activities by 
the public press. From November 1, 1933, to March 
31, 1934, 345 news items or articles, containing men­
tion of the Institute, appeared in 197 publications 
in all parts of the country.
An effort has also been made to make the monthly 
Bulletin a more valuable vehicle of current informa­
tion of interest to accountants.
Representatives of the Institute have appeared at 
a good many meetings since the beginning of the 
fiscal year. The president delivered an address at 
the annual meeting of the Texas society in October; 
Frederick B. Andrews addressed the accountancy 
club of the University of Illinois, and Lloyd Morey, 
chairman of the special committee on governmental 
accounting, represented the Institute at a conference 
called by the Public Administration Clearing House 
at Chicago in the same month; A. H. Puder, a 
member of Mr. Morey’s committee, attended a meet­
ing of the National Municipal League in November; 
Maurice E. Peloubet, chairman of the board of ex­
aminers, attended meetings of accountants at Min­
neapolis and Helena, Montana, in November; 
Will-A. Clader, chairman of the committee on state 
legislation, spoke on that subject before the Mary­
land Association at Baltimore in December.
The president and the secretary attended meetings 
of state societies of certified public accountants at 
San Francisco, Portland, Seattle, Salt Lake City and 
Denver. In addition the secretary has spoken about 
the work of the Institute before groups of account­
ants at Atlantic City, Rochester, New York; Provi­
dence and Los Angeles, and before the accountancy 
club of the College of the City of New York. 
Attendance at meetings in Indianapolis, Louisville, 
Memphis, Little Rock and Minneapolis is planned 
by the president and the secretary immediately fol­
lowing the council meeting.
The Northern Ohio and Minnesota chapters are 
the only chapters of the Institute which have been 
active during the year but groups of Institute mem­
bers have met informally on several occasions at 
Baltimore and Rochester, New York.
The increase in membership last year has been 
well sustained. At April 6, 1934, the total mem­
bership was 2,243 as compared with 2,122 at a 
comparable date a year ago. At the beginning of 
the current fiscal year membership was 2,169. Dur­
ing the current year there have been 45 members 
and associates lost by automatic termination of mem­
bership through failure to pay dues; eight through
resignation, and eighteen through death as follows: 
Members 
W. R. Blackman 
Henry T. Boyd 
Robert L. Bright 
William C. Caldwell 
Frederick George Colley 
William Henry Dennis 
W. J. Greenwood 
Andrew Hunter, Jr.
Charles S. Ludlam 
Joseph C. Myer 
Louis Gervais Peloubet 
George T. Rosson 
John Shaw 
Michael H. Sigafoos 
Joseph E. Sterrett 
Francis M. Williams 
Associates 
Edward C. Albree 
William Calhoun Rion 
One hundred and forty-five new members and 
associates have been admitted since September 1st.
A study of the membership of accountancy 
organizations throughout the country indicates that 
a conservative estimate of the potential membership 
of the Institute would be about 5,000, without any 
lowering of the standards for admission. It is ex­
pected that there will be a large number of applica­
tions during the spring and summer from account­
ants who wish to take advantage of the refund of 
initiation fees authorized by the council this year. 
While the Institute has never thought it wise to 
sacrifice standards for the sake of members, and has 
never actively solicited members, it is believed that 
eligible accountants should be encouraged in every 
proper way to submit their applications. A larger 
membership based on existing high standards would 
enlarge the Institute’s opportunities for service in the 
fields of research and professional education, and 
enable it to deal effectively with a host of other 
problems which it seems likely that the profession 
will be called upon to face.
Respectfully submitted,
J o h n  L. C a r e y  
Secretary.
April 9, 1934.
Lloyd Morey, Urbana, Ill., is the author of 
an article on "Uniform accounting for local 
governments” in the 1933 published proceed­
ings of the National Association of State 
Auditors, Comptrollers and Treasurers.
10
Bulletin of American Institute of Accountants
State Legislation
K e n t u c k y  
Kentucky house bill No. 709 was not re­
ported out of committee prior to adjournment 
of the state legislature. The bill contained a 
waiver provision which was opposed by the 
Kentucky Society of Certified Public Account­
ants.
N e w  Y o r k  
The New York State Society of Certified 
Public Accountants, at a meeting on March 
29th, voted to oppose a bill of the two-class 
restrictive type which, it had been announced, 
might be introduced in the legislature at the 
present session.
The proposed bill, which was presented in 
draft form at the meeting, would grant licences 
as public accountants to those in public prac­
tice at the time of passage of the act, to federal, 
state or municipal officers employed in account­
ing capacities, to teachers of accountancy, to ac­
counting executives of private enterprises, and 
to graduates or students in recognized colleges 
or schools of accountancy. After passage of 
the act only those holding licences, which 
would automatically include those holding
C. P. A. certificates, would be permitted to 
practise. The draft bill included a provision 
permitting temporary practice in New York by 
accountants from without the state. No person 
would be permitted to use the words "author­
ized, licensed or registered” in conjunction with 
his professional designation.
The bill was introduced in the assembly, 
under the designation Int. 2155, on April 3rd.
R h od e I s la n d  
A bill to increase the number of members of 
the state board of accountancy to five was intro­
duced into the Rhode Island legislature March 
9th, but no action has been reported.
Membership in Institute o f Chartered 
Accountants
The Accountant (London) in a recent issue, 
reports an increase of 472 in the membership 
of the Institute of Chartered Accountants of 
England and Wales during the year 1932-33. 
The figures are taken from the Institute’s list of 
members, then just published. The total mem­
bership is now 10,614.
Proposed Amendments to 
Securities Act
A bill to amend the liability provisions of 
the federal securities act of 1933 was introduced 
into the senate on April 5th by Senator Daniel 
O. Hastings, of Delaware. This bill would 
limit damages collectible more specifically to 
those caused by untrue statements filed with 
the federal trade commission. Accountants 
and other experts would thus be relieved 
in large measure of what has been criti­
cized as unfair liability imposed on them under 
the present law. The bill is numbered S. 3301, 
and has been referred to the senate committee 
on banking and currency.
On April 7th it was announced by the fed­
eral trade commission, according to dispatches 
from Washington, that its regulations under the 
securities act requiring public accountants to 
certify to the truth of facts set forth in balance- 
sheets and profit-and-loss statements filed with 
registration statements have been amended.
The regulations, it is reported, now require 
that the accountants certify that the financial 
statemehts "truly and fairly reflect the applica­
tion of accepted accounting practices to the 
facts disclosed by our investigation.” This 
action was taken after consultation over a period 
of many weeks with representatives of the 
American Institute of Accountants and other 
accountants’ organizations.
In announcing a stop-order suspending the 
effectiveness of a registration statement filed 
under the provisions of the securities act, the 
federal trade commission, on March 23rd, 
offered a definition of "a material fact,” which, 
it is believed, will serve as a precedent for 
future interpretation of this phrase.
"A material fact,” according to the com­
mission, is a "fact which, if it had been cor­
rectly stated or disclosed, would have deterred 
or tended to deter the average prudent investor 
from purchasing the securities in question.”
In giving this definition, the commission 
announced a policy of relying upon English 
precedents, under the British companies act, 
as controlling in defining those terms of the 
securities act of 1933 that derive from the 
English act.
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Securities Exchange Bill
Publication of a revised draft of the so- 
called national securities exchange bill under 
date of March 19th has been followed by 
voluminous discussion. The provisions of the 
original bill, introduced February 10th, which 
were of particular interest to accountants, were 
published in the Bulletin for February 15, 
1934. In the March Bulletin appeared a 
memorandum filed by the Institute with the 
senate committee on banking and currency sug­
gesting certain changes in the bill.
The revised draft contains a provision for 
submission by listed corporations of annual 
financial statements certified by independent 
auditors, with a qualifying phrase which would 
apparently empower the commission to modify 
this requirement when it seems desirable.
The revised draft of the bill contains a sub­
stantially modified liability provision, generally 
considered more acceptable to accountants than 
the original one. The new provision requires 
definite relation between an error by an ac­
countant, or other expert, and the damage for 
which he could be sued. Reliance by the in­
vestor upon the statement found to be erroneous 
is also a prerequisite to suit. The measure 
of damages is more limited than in the original 
draft and the time limit within which suit may 
be brought is reduced to two years.
The provision empowering the trade commis­
sion to prescribe forms and methods of accounts 
has not been materially altered, although many 
persons have suggested changes in this section.
Since there appears to be likelihood of fur­
ther amendment of the bill before it is pre­
sented on the floor of congress, its provisions 
are not quoted at length in this issue of the 
Bulletin.
D iscussion  o f  A c c o u n t in g  Provisions
The hearings on this bill since its original 
introduction have caused a good deal of dis­
cussion of corporate accounting by financiers, 
accountants, and others.
A memorandum on the revised draft of the 
bill, with particular relation to those sections 
which affect listed corporations directly or the 
relations between stock exchanges and listed 
corporations, was filed by J. M. B. Hoxsey, 
executive assistant to the stock list committee
of the New York stock exchange. In his intro­
ductory remarks, Mr. Hoxsey stated that it 
would appear, on the whole, wiser, to the ex­
tent that such legislation may be needed, to 
provide a well considered separate act, dealing 
directly with the corporations through the 
medium, perhaps, of a national incorporation 
act. His comments, which are quoted below, 
are therefore subject to these views.
"Sec. 11. This requires submission of balance 
sheets for preceding years, certified by independent 
public accountants or otherwise as the commission 
may prescribe.
"The number of years is not stated. It is sug­
gested that the provision should be made more 
definite by making it apply to the last three fiscal 
years of the corporation, if it has been that long in 
existence, and to permit specifically that certified 
statements, when required, shall not be required for 
a longer period than the last fiscal year, unless the 
reports for such longer period have been previously 
certified by independent public accountants.
"It is particularly suggested that the words 'fiscal 
year’ be inserted in all references to annual reports, 
with the idea in mind of having corporations, as far 
as practicable, adopt a natural fiscal year, in order 
that the work of auditing may be spread more evenly 
throughout the year, instead of being concentrated, 
as it now is, largely in a few months in the early 
part of the year.
"Sec. 12 (relating to special powers of the federal 
trade commission). This section should really be 
left out in its entirety. If this cannot be done, it 
should set forth that the items or details to be shown 
in the balance-sheet and earnings statement need not 
be uniform, and that the exchange may adapt its 
requirements in this respect to the circumstances of 
individual corporations, subject to the right of the 
commission to require the corporation, in future 
financial statements, to give such additional informa­
tion, if any, as the commission may think essential. 
Under no circumstances should the commission be 
empowered to prescribe the methods to be followed 
in the preparation of accounts, in the appraisal or 
valuation of assets and liabilities, in the determina­
tion of depreciation and depletion, in the differen­
tiation of recurring and non-recurring income, and 
in the differentiation of investment and operating 
income. Any attempt to regulate these matters by 
fixed written rules is doomed by the nature of the 
subject to failure, and the existence of such rules 
would tend to crystallize and prevent all future 
progress in the accounting art.
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"Accounting is, and always must be so much a 
matter of judgment, that the best that can be done 
is to try by common consent to narrow in certain 
instances the limits within which that judgment 
may be properly exercised.
"In lieu of the provisions which, as above stated, 
it is essential to strike, it might be provided that 
the methods to be followed in the preparation of 
accounts, in the appraisal or valuation of assets and 
liabilities, in the determination of depreciation and 
depletion, in the differentiation of recurring and 
non-recurring income, and in the differentiation of 
investment and operating income, shall be in accord­
ance with sound standards of the day as practiced 
by professional men of standing. This will give 
ample authority to take measures to remove from 
the list of all registered exchanges, the securities of 
corporations whose accounts manifestly are not kept 
in accordance with such standards.
"In addition to this, there might well be added 
an additional paragraph requiring each listed cor­
poration to cause a statement of the methods of 
accounting and reporting employed by it to be 
formulated in sufficient detail to serve as a guide to 
its accounting department; to have such statement 
adopted by its board, so as to be binding upon its 
accounting officers, and to file such statements with 
the commission, making a copy thereof available to 
any stockholder upon request, and upon payment, 
if desired, of a reasonable fee.
"Another paragraph might require the listed cor­
poration to give assurances that the methods so 
formulated will be followed consistently from year 
to year, and that, if any change is made in the 
principles, or any material change in the manner of 
application, the stockholders, the exchange and the 
commission shall be advised when the first accounts 
are presented in which effect is given to such 
change.”
Appearing before the senate committee on 
banking and currency to present his personal 
views, George O. May, a member of the Insti­
tute, recommended five amendments of the bill.
Following are excerpts from his statement:
"Of these suggestions, that looking to the distri­
bution of audit work more evenly over the year is 
put forward because on the basis of a long and 
wide experience I am convinced that the adoption 
of this simple proposal would add very greatly to 
the efficiency of audits and enable them to be con­
ducted at lower cost and prove generally convenient
to all those who are concerned with the study of 
audited accounts after they have been issued.
"I urge that the liabilities imposed by Section 17 
should be limited to cases in which the issue of 
false or misleading statements is shown to be wilful 
because I am convinced that it is contrary to the 
public interest to impose such liabilities for honest 
error, either of fact or of judgment. It is notorious 
that sometimes the most truthful statement may be the 
most misleading because of the unwarranted infer­
ences to which it gives rise. The provisions of the 
section relating to the measure of damages seem to 
me to be open to serious objection because they would 
enable damages to be recovered which would bear no 
relation to the damage actually suffered, and this 
seems to me to be a vicious principle, particularly 
if it is to be applied to cases of honest error, either 
of fact or of judgment.
"I now turn to Section 18 (b), which confers o n 
the regulating body not only the power to prescribe 
the form in which accounts shall be presented, but 
how profits shall be computed.
"I have said, and it cannot be too often repeated 
that accounts necessarily represent the result of the 
application of appropriate accounting principles and 
judgment to facts. Upon the soundness of the 
judgment employed, first in choosing and then in 
applying the guiding principles, depends the value 
of the resulting accounts. Sound judgment can be 
based only on intimate knowledge and ample experi- 
ence, and its exercise should be attended by respons- 
ibility. I believe the provision is unwise in so far 
as the sub-section would vest the right to exercise 
this judgment in a commission which would have no 
responsibility, legal or moral, for the consequences 
that might ensue, and would necessarily lay down 
general rules which might or might not fit the 
specific cases to which they would have to be 
applied. I recognize that similar powers have been 
vested in the interstate commerce commission and 
other bodies; but while our theories of rate regula- 
tion probably necessitated some such procedure in 
the case of railroads and other public utilities, the 
results are to my mind none the less unfortunate be- 
cause they may have been inevitable.
"In the first place, the idea that uniformity can 
be attained and the exercise of discretion rendered 
unnecessary by rules, however detailed, is entirely 
illusory. In the second place, uniformity neces- 
sarily means a uniformly low standard—indeed, laws 
can do no more than lay down minimum standards, 
higher standards can only come as the result of the 
recognition of ethical and moral obligations.”
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In a statement before the senate banking and 
currency committee during the hearings on the 
original bill, Frank Altschul, chairman of the 
committee on stock list of the New York stock 
exchange, told of the activities of his committee 
in promoting proper accounting by listed cor­
porations. The stock list committee was par­
ticularly well adapted to formulate regulations 
of this nature, he said, because its members 
were all men in daily and intimate contact with 
the world of business and finance.
"I believe that flexibility in the formulation of 
these rules is of the utmost importance. Rules in 
this domain must of necessity be capable of adap­
tation to conditions which change from day to day. 
A statute crystallizing in law the rules of today may 
be utterly ineffectual to deal with the conditions of 
tomorrow. Such rigidity might easily obstruct the 
normal development of American corporate pro­
cedure where the object should not be to obstruct 
but to influence, in the public interest, the direction 
of such development.
"Notwithstanding the efforts made by the com­
mittee on stock list, we recognize that there is much 
that we have not been able to accomplish. One of 
our difficulties has its roots in the lack of uniformity 
in the corporation laws of the various states. The 
competition between states in this field is a matter 
of common knowledge, and the tendency of many 
states to liberalize the provisions of corporate 
charters with a view to making their laws attractive 
for the incorporation of companies has led to prac­
tices which have often given us concern. At times, 
we have been able to resist such practices with a 
fair degree of promptness, but more often we have 
bad to wait until, either as a result of our efforts or 
otherwise, public opinion had developed to a point 
where it would support determined action on our 
part.
"The remedy for much of this we have long felt 
lies in a federal incorporation statute. We recognize 
the enormous political difficulties in the way of such 
legislation, but the importance of it from the point
of view of the protection of investors generally is 
so great and the advantages of it are so obvious that 
we would, with all respect, like to urge upon you 
the desirability of having this question fully explored.
"Such an act would, for instance, furnish the 
means for clarifying and codifying such complicated 
questions as those growing out of pre-emptive rights, 
stock dividends, the par value of stock or stocks of 
no par value. It would permit the development and
imposition of uniform methods of accounting within 
industries, a matter of great importance to investors 
generally. Furthermore, it would permit the general 
adoption of a desirable and simple provision to the 
effect that auditors should beresponsible to the stock­
holders of a corporation rather than to its manage­
ment, and should only be removable after a full 
hearing before a stockholders meeting . . .
"Regulation which takes the form of an attempt 
at continuing supervision of corporate activities in 
order to prevent every conceivable kind of fraud 
will, in my opinion, not only fail to prevent fraud 
but will of necessity hamper the conduct of honest 
business.”
A statement of comment and suggestion rela­
tive to the first draft of the bill was filed with 
the senate banking and currency committee by 
Edwin F. Chinlund, a member of the Ameri­
can Institute, in behalf of the Controllers In­
stitute of America.
The section of the bill which would have 
provided for liability for misleading statements, 
the statement said, might easily work out to be 
an invitation to unscrupulous traders to attempt 
to profit unjustly.
“Such traders might trade recklessly in any security 
in whose registration statement the slightest flaw 
may be detected,” it said, "on the assumption that 
if a profit is made, well and good, while if the 
speculative transaction result in a loss, such loss may 
be recovered from the officers, directors or account­
ants of the issuing corporation. It is even possible, 
as the bill is written, for damages to be assessed 
much in excess of the loss actually sustained.”
The statement dwelt at length upon the pro­
visions empowering the federal trade commis­
sion to prescribe forms and methods for cor­
porate accounting, saying, in part, the follow­
ing:
"Section 18, granting special powers to the federal 
trade commission also directly affects corporations. 
These powers are expressed in such a broad way 
that the cost and volume of the information might 
be excessive. The broad powers granted would 
compel corporations to use such accounting methods 
and prepare such reports as may be demanded, al­
though they might not meet the needs of the directors 
and officers of corporations in the regular manage­
ment of the business. Duplicate reports and records 
would therefore be necessary. The methods to be 
prescribed for the valuation of assets, determination
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of recurring and non-recurring income, etc., also are 
placed under the jurisdiction of the federal trade 
commission, and would take the operation of busi­
ness matters out of the hands of those professionally 
expert who have responsibility of performance.
"The Controllers Institute believes that the 
methods of accounting are internal matters for the 
controllers of each corporation to prescribe based 
upon recognized accounting principles and practices 
designed to meet the particular requirements of the 
business, and that the accounting methods and the 
accounts resulting from them should be approved 
by independent public accountants auditing the cor­
poration’s accounts. We believe that, if it is to be 
the policy of the federal government to regulate all 
corporations, such regulation should be confined to 
major principles and not detail.”
On March 24th, the Wall Street Journal, of 
New York, published an editorial regarding the 
powers which would be given the federal trade 
commission in the matter of accounting forms 
and methods. It is quoted in part, as follows:
"First among the matters that still remain to be 
dealt with, the W all Street Journal would place the 
regulatory powers which sections 11 and 12 still 
give the federal trade commission. Let every word 
stand that calls for disclosure concerning corpora­
tion properties and activities and the accounting 
practices by which these are recorded. But Congress 
should not thus inadvertently give a commission 
power to 'prescribe . . . the methods to be fol­
lowed . . .  in the appraisal of valuation of assets 
and liabilities, in the determination of depreciation 
and depletion . . . ’ even though the power to do 
so is only 'in regard to such reports’ as the com­
mission may require. Here is granted a power of 
drastic interference which easily can be developed 
into control over actual corporation management. 
The only possible refuge of management would be in 
one of two courses: (1) some corporations might 
do without listing of their securities on regulated 
exchanges, trusting to private transactions, or to 
veritable bootleg markets to meet the necessity of 
changing ownership of their securities; (2) some 
corporations might find it feasible, perhaps even 
necessary, to make financial reports to the commis­
sion in one form and to their stockholders in an- 
other.
"Either eventuality is bad. A corporation’s 
abstention from listing its securities would circum­
scribe but would not necessarily prevent the sale 
thereof to investors who would thereby be excluded
from access to a normal and legitimate market. A 
situation in which corporation executives believed 
that honest disclosure of values compelled them to 
report to stockholders figures other than they were 
required to report to the commission would impair 
the informative value of both sets of reports. Be 
it noted that while the interstate commerce commis­
sion has long had the power to prescribe accounting 
forms for the railroads, it has never had the power 
to tell them how they shall value their assets. This 
section of the bill, by granting the commission power 
far beyond the governing purposes of the bill, sets 
up reserves of friction, litigation and confusion of 
purposes for the future. At the same time, the 
regulation it attempts to impose upon corporations 
of every class cannot be assuredly enforced against 
all corporations of any class.”
In lieu of the provision to which this com­
ment refers, Richard Whitney, president of the 
New York stock exchange, has suggested 
clauses to read as follows:
"The methods to be followed in the preparation 
of accounts and financial statements to be filed 
pursuant to this section and Sec. 11 in the appraisal 
or valuation of assets and liabilities, in the determ­
ination of depreciation and depletion, in the differ­
entiation of recurring and non-recurring income, and 
in the differentiation of investment and operating 
income shall be in accordance with any principles 
of accounting which are generally accepted as proper 
by the accounting profession at the time of the 
preparation of such accounts or financial statements; 
and each issuer shall adopt and make binding upon 
its officers and employees the accounting and report­
ing methods to be employed by it in the preparation 
of its accounts and financial statements. If any 
change is made in such methods, the first accounts 
presented thereafter shall contain a statement of the 
nature of such change.”
Mr. Whitney also suggested that the clauses 
prescribing liability for misleading statements 
be amended, as follows:
"Any person, including any director, officer, ac­
countant, or other expert, who, with intent to de­
ceive, shall make or be responsible for the making 
of any statement in any application, report, or docu­
ment filed pursuant to this act, or any rule or regu­
lation thereunder, which statement is false or mis­
leading in respect of any material fact, shall be liable 
to any person (not knowing that such statement 
was false or misleading) who shall have suffered 
loss by reason of having purchased or sold a security
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in reliance on such statement and the person so 
injured may sue in law or in equity in any court 
of competent jurisdiction for the damages caused 
by such false or misleading statement.
“No action shall be maintained to enforce any 
liability created under this section unless brought 
within two years after the violation upon which it 
is based.”
On April 4th, after consideration of the re­
vised bill by the house committee on inter­
state and foreign commerce had resulted in a 
temporary deadlock, a subcommittee was 
formed to review the bill and recommend 
changes.
At the same time representatives of the Bos­
ton stock exchange and of the stock and curb 
exchanges of Los Angeles and San Francisco 
submitted a substitute bill to the committees of 
both the senate and the house. This bill, with­
out making specific reference to independent 
audits, would empower a federal stock exchange 
commission to require national securities ex­
changes to adopt such rules as the commission 
may deem necessary for the protection of in­
vestors. Any person aggrieved by an order of 
the commission would be privileged at any time 
within thirty days after its effective date to 
apply for revision of the order. Appeal from 
the decision of the commission to affirm or 
modify such order might be carried to a circuit 
court of appeals of the United States.
Independent Audits o f Utility 
Companies
Among the objectives of the recently formed 
American Federation of Utility Investors, Inc., 
as announced by its president, Hugh Magill, 
of Chicago, are the adoption of uniform 
methods of accounting by utility companies and 
the engagement of independent auditors for 
the preparation of annual reports.
The federation was organized several months 
ago "to secure a fair deal for investors in utility 
securities.” Dr. Magill has made public a ten- 
point program, from which the following para­
graph is quoted:
"To demand, in the name of utility investors, 
that all utility companies (including muni­
cipally owned plants) adopt a uniform method 
of accounting and provide clear and compre­
hensive annual reports of operations to their 
security holders and the public, such reports to 
be prepared by reliable, independent auditors.”
Investment Bankers Code 
Approved
An amendment to the code of fair compe­
tition for investment bankers, reported in the 
Bulletin for March 15, 1934, was approved by 
President Roosevelt on March 23rd, to become 
effective one month after that date. This 
amendment, embodying rules of fair practice 
which supplement the main body of the code, 
contains certain provisions which will affect the 
practice of the professional public accountant. 
These are substantially as quoted in the March 
Bulletin.
At a hearing on the code at Washington, 
March 15th, Frederick H. Hurdman, chairman 
of the Institute’s special committee on cooper­
ation with investment bankers, which assisted 
in drafting the accounting provisions, appeared 
by invitation and made the following state­
ment:
"I believe the provisions set out in article IV 
section 1, which relate to the form and method of 
reporting, to be comprehensive, not too onerous, and 
in many respects an advance in corporation account­
ing. I also believe that if the investment bankers 
had during the past ten years had such a require­
ment for reporting by those companies whose securi­
ties they marketed, not all, but surely some part of 
the grief experienced in the past few years might 
have been spared them and the public. Disclosure 
may not necessarily prevent losses, but it must have 
salutary effect in stopping some of those ill-advised 
practices indulged in by some of our best people in 
the past.
"In this section of the investment bankers code, 
I see incorporated some features that one would ex­
pect to find in any such document and others not 
so usual but to my mind quite important.
"I particularly like that section which provides 
for a tie-up 'so long as any part of such issue of 
securities shall remain outstanding.’ That sounds 
like a continuing partnership arrangement.
"This code, I take it, assumes that ordinary intel­
ligence will be used in the filing of reports; but lest 
there be some doubt as to what is intended, it goes 
on to specify certain kinds of information that one 
must not overlook, such as, what a reserve for con­
tingencies has been used for during the year just 
ended, intercompany loans and advances, the effect 
of foreign subsidiaries on the balance-sheet, the basis 
of valuation used for inventories, plant accounts,
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etc., and whether or not there has been any material 
change in accounting principle employed from one 
year to the next.
"I feel that those who have had a hand in the 
preparation of this particular section of the code 
have done a worth-while job for all concerned, not 
excepting the accounting profession, which has, I 
believe, been working very earnestly in the face of 
strong opposition to bring about the very situation 
which this code is expected to produce. I am sure
I can say for the accounting profession, charged as 
it is with the duty of charting a course for business 
to follow in a field where no exact rules of science 
can be applied, that such a plan as you have laid 
out cannot help but be of great assistance to us.”
In the administrator’s letter of transmittal 
to the president, it was suggested that special 
provision be made for the expeditious amend­
ment of certain sections of the code, among 
them those dealing with corporate accounting.
"Inasmuch as the amendments submitted herewith 
involve important changes in methods now existing,
I suggest a more expeditious procedure than that 
prescribed in the code of fair competition for effectu­
ating changes in its provisions. Especially is this 
necessary in view of the provisions of section 1 of 
article IV (and others named). I therefore recom­
mend that you permit the administrator, upon 
recommendation of the investment bankers code com­
mittee, or otherwise, and after such notice and hear­
ing as he may specify, to approve such modifications 
or amendments as he may deem necessary or de­
sirable.”
This was endorsed by the president in the 
executive order giving approval to the code.
Accounting in Government 
Departments
The house of representatives committee on 
expenditures in the executive departments is re­
ported to be considering the so-called Shannon 
bill, H. R. 6038, for the establishment and 
maintenance of a standard system of cost ac­
counting and cost reports for the executive de­
partments of the United States.
The bill evidently would provide a means 
for determining whether government enter­
prises in competition with private industry are 
operated as economically as commercial under­
takings.
" A  C e n t u r y  o f  P r o f e s s io n a l  A c c o u n t a n c y ”
"The professional or public accountant has 
evolved from an individual at one time mainly re­
garded by the public, perhaps not unjustifiably, as 
an insolvency shark, into a skilled practitioner of 
the highest reputation and integrity—an adviser of 
governments, a business expert and a guardian of 
commercial morality. What the physician and 
surgeon are to humanity today, the reputable pro­
fessional accountant is to the commercial community 
in the numerous and diverse services he is called 
upon to perform.”
The progress of accountancy in England from its 
first official recognition as a profession with the 
passage of the bankruptcy act of 1831 to the present 
day is thus summarized by John F. Meyers, chair­
man of the London members committee, in a recent 
address to the London members of the Institute of 
Chartered Accountants in England and Wales, re­
ported in the Accountant for February 24th.
Mr. Meyers surveys the factors which have con­
tributed to "the enormous development of profes­
sional accountancy during the past century,” and 
finds chief among them the industrialization of what 
had previously been an agricultural country and the 
legislation that was attendant upon this transforma­
tion. The legislation he classifies as follows: the 
bankruptcy acts, the companies acts, the income tax 
and finance acts, and other statutes.
"The bankruptcy act passed in the year 1831 is 
probably the first official recognition of the profes­
sional accountants by the state,” he says. The bank­
ruptcy act of 1914, which codified previous legisla­
tion, together with the deed of arrangement act, 
passed in the same year, contributed materially to 
increase insolvency practice, and I think it is correct 
to say that generally speaking the administration of 
the larger estates is in the hands of the accountancy 
profession.”
Regarding the stimulus of joint-stock company 
legislation upon the growth of accountancy, Mr. 
Meyers says: "It will be appreciated that the act 
of 1862 was the means of creating a large volume 
of work for the professional accountant. The col- 
lossal development of joint-stock enterprise in 
England and the extent to which it has affected and 
increased the work of the professional accountant 
will be appreciated by the fact that in the year 1863 
the number of companies registered was 726, while 
in the year 1933 the number had reached 11,384.”
W hat Accountants are Saying
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ACCOUNTANCY AND THE PRESS
The following are brief excerpts from articles 
referring to the American Institute of Account­
ants which have appeared in the public press 
during recent months:
In recommendations filed with the senate banking 
and currency committee by the American Institute of 
Accountants during consideration of the national 
securities exchange bill, it is strongly urged that 
those provisions calling for annual reports of cor­
porations be amended to require that the reports be 
filed as of a date marking the end of the natural 
business year of the company concerned.
The Journal of Commerce, New York.
The American Bar Association and the lawyer; 
the American Medical Association and the physician; 
and the American Institute of Accountants and the 
accountant . . . these are analogous concepts. Each 
in its sphere constitutes the outstanding organization 
of the profession.
The Daily Reporter, Sioux City, Iowa.
The appointment of a special committee of seven 
to engage in a study of municipal finance and ac­
counting problems in cooperation with committees 
of other national organizations was announced by 
the American Institute of Accountants. The Insti­
tute’s committee will undertake other studies in the 
general field of governmental accounting
The American City
The exceptional conditions affecting foreign ex­
change transactions have caused the special com­
mittee on accounting procedure of the American 
Institute of Accountants to issue a memorandum with 
reference to the valuation of current assets. The 
memorandum calls attention to the fact that unless 
unusual procedure is adopted, balance-sheets prepared 
in accord with the accepted practice of valuing net 
current assets at the prevailing rate of exchange will 
give an erroneous impression of profit.
System and Business Management.
Thirty-two public accountants throughout the 
country were recently admitted as members or asso­
ciates of the American Institute of Accountants. 
The membership of this organization now totals 
2,298 .
Trust Companies
Approval of provisions of the investment bankers 
code of fair practice calling for periodic reports by 
corporations marketing their securities through in­
vestment bankers was expressed by Frederick H. 
Hurdman, New York, representing the American In­
stitute of Accountants at the public hearings on the 
code at Washington, D. C.
The American Banker
Setting forth the advantages of regular independent 
audits of municipalities as a safeguard to both the 
taxpaying citizen and incumbent municipal finance 
officials, a communication has been received by pub­
lic accountants of Hartford from the American In­
stitute of Accountants, national organization of the 
profession, for submission to local city authorities.
The Daily Courant, Hartford, Conn.
A plea for the national administration to put aside 
the counsel of inexperienced theorists and to call to 
its aid men who have already performed in the arena 
of affairs is voiced by The Journal of Accountancy, 
official publication of the American Institute of Ac­
countants, in its issue of December 1.
Manufacturer and Financial Record, Detroit.
Valuations of inventories, while the gold value of 
the dollar fluctuates, properly should be adjusted to 
the gold value of the currency, according to the 
Journal of Accountancy, the official publication of 
the American Institute of Accountants. The Journal 
does not recommend translating items directly to 
gold value. Where inventories are based on cost, 
gold value should be taken as of the date of pur­
chase.
The Commercial Daily News, San Francisco.
Announcement of the creation of the American 
Institute benevolent fund, for the relief of profes­
sional accountants of advanced years whom circum­
stances have deprived of adequate resources, is made 
in a communication just issued to the membership 
of the American Institute of Accountants by the 
executive committee.
The Times, Indianapolis.
Supplementing its earlier recommendations for im­
provement of independent accounting methods and 
principles, the American Institute of Accountants, 
through its special committee on cooperation with 
stock exchanges, has submitted for exchange approval
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a form of auditor’s report which would more closely 
define the auditor’s liability.
In an letter to the Institute, the exchange said 
that its committee on stock list was "heartily in 
favor” of the form recommended.
The Bulletin, Providence, R. I.
The adoption of uniform auditing methods, 
through the use of a standard form of audit certifi­
cate approved by the American Institute of Account­
ants, has been announced by the New York stock 
exchange.
The Post, Denver.
Although business profits have badly slumped 
during the world-wide depression, practically all 
nations have found it necessary to increase rather 
than decrease tax rates. In consequence, multiple 
taxation has become an issue of primary importance 
to affected taxpayers. Through a special committee 
the American Institute of Accountants has taken an 
active part in the difficult task of getting remedial 
action.
The Tax Magazine, Chicago.
The appointment of a special committee to study 
the provisions of state corporation laws and their 
effect upon the presentation of financial statements 
is announced by the American Institute of Account­
ants.
The Commercial West, Minneapolis.
Proposed rules of fair practice for investment 
bankers, which have been under consideration by 
the board of governors of the Investment Bankers 
Association of America, will, if adopted, accord 
American investors the protection of independent 
audits to substantially as great an extent as does 
the British investor under the companies’ act, ac­
cording to John F. Forbes, president of the American 
Institute of Accountants.
Commercial and Financial Chronicle, New York.
Protest has been filed by the American Institute 
of Accountants with the banking and currency com­
mittee of the senate against the provisions of the 
national securities exchange bill which would permit 
the imposition of uniform accounting methods upon 
industries, it has been pointed out by C. Oliver 
Wellington, of New York, chairman of the Insti­
tute’s committee in charge of the matter.
The Herald, Boston.
Conditions arising under the N. R. A. make it 
urgent that industries adopt a uniform fiscal year 
corresponding to the natural season of their opera­
tions, says a committee of the American Institute of 
Accountants.
"The need for comparative statistics in the effort 
to coordinate industries working under codes has 
brought out the advantage of the uniform business 
year,” it says.
Finance and Industry, Dover, Ohio.
Following two years of study, originally under­
taken at the suggestion of bankers, a standard form 
of bank confirmation for use by auditors in con­
firming certain facts relating to their clients’ affairs, 
is soon to be printed for distribution by the 
American Institute of Accountants.
The St. Louis Banker, St. Louis.
Depreciation accounting in the public utility in­
dustry is scheduled to change radically in New York 
state at the end of next year when a new uniform 
classification system becomes effective. One problem 
raised by the change in accounting classification is 
pointed out by the Bulletin of the American Institute 
of Accountants:
"The adoption of the 'straight-line’ method of 
accounting for depreciation appears to be the most 
serious problem presented to the utility companies 
by the new classifications.”
The Sun, New York.
With the New York stock exchange as the focal 
point, it is expected that within the year a stand­
ardized, comprehensive and more accurate system of 
accounting and accounting reports will be developed. 
Through cooperation with the American Institute of 
Accountants, the exchange has set up a group of 
principles, to which all recognized accounting firms 
are expected to adhere.
The Herald-Tribune, New York.
In announcing appointments to a special commit­
tee on public relations, created as an agency through 
which the accountancy profession may direct its in­
fluence on public affairs, John F. Forbes, president 
of the American Institute of Accountants, declared 
that the present economic tangle offers a challenge 
to the trained accountant.
The News, Spokane, Wash.
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News o f Local Societies 
California
Los A n g e le s
Early in the present year negotiations were 
undertaken by the Los Angeles chapter of the 
California State Society of Certified Public Ac­
countants with the local public library to take 
custody of the books constituting the nucleus 
of the chapter’s library and providing for the 
maintenance and enlargement of the facilities 
during a five-year period. The chapter has an­
nounced that arrangements are now complete 
and that a bibliography will soon be published.
Massachusetts
The Massachusetts Society of Certified Pub­
lic Accountants held its fifth meeting of the 
season on March 26th at the Parker House, 
Boston. A nominating committee was elected, 
and accountants recently admitted to practice 
under the state laws were entertained.
Arthur Stone Dewing, formerly professor of 
finance at Harvard university, spoke on the rela­
tive value of the balance-sheet and the profit- 
and-loss statement.
N ew  York
Three addresses on the importance of inde­
pendent audits of municipal accounts marked 
a meeting of the New York State Society of 
Certified Public Accountants held on March 
19th. The speaker were Morris S. Tremaine, 
comptroller of New York state, William R. 
Donaldson, a member of the society and deputy 
comptroller of the city of New York, and G. 
Charles Hurdman, Jr., chairman of the society’s 
committee on municipal accounting and finance. 
Frederick H. Hurdman, vice-president of the 
society, on the same evening made an address 
on the subject over radio station WNYC.
Pennsylvania
P hiladelphia
A meeting of the Philadelphia chapter of the 
Pennsylvania Institute of Certified Public Ac­
countants was held March 21st at the Manu­
facturers and Bankers club. P. F. Brundage, 
a former president of the Massachusetts Society 
of Certified Public Accountants, spoke on the 
federal securities act and other recent legisla­
tion for the protection of investors.
Announcement has been made by Louis D. 
Blum, New York, of his withdrawal as a 
partner from the firm of Watterston & Co. Mr. 
Blum will continue practice under the firm 
name of Louis D. Blum & Co., with offices at 
110 E. 42nd st.
Announcements
William R. Winn, Williamsport, Pa., has 
announced the removal of his offices from 317 
Pine st. to rooms 515-516, First National bank 
building.
Robert J. Bennett, Philadelphia, delivered an 
address on "The accountancy profession and 
present day problems” at the fifteenth anniver­
sary of the founding of Temple university.
J. A. Boulay, Minneapolis, is now represent­
ing the local council of Knights of Columbus 
on the Minneapolis council for adult educa­
tion.
James E. Burleson, Dallas, Texas, has been 
made chairman of the auditing committee of 
James M. Cochran camp, Sons of Confederate 
Veterans.
Eric A. Camman, of New York, spoke on 
April 3rd over radio station WNYC on "Sell­
ing-below-cost provisions of N. R. A. codes.” 
The program was sponsored by the New York 
chapter of the National Association of Cost 
Accountants.
J. B. Fenner, Indianapolis, addressed stu- 
dents of the Indiana university school of busi- 
ness, March 26th, on "The presentation of cost 
reports to executives.”
Louis S. Goldberg, Sioux Falls, S. D., ad­
dressed members of the Kiwanis club of Sioux 
Falls, March 21st, on "Constitutional aspects 
of emergency legislation.”
The March issue of the publication Motor 
contains an article entitled "Plain facts about 
keeping books”, by Martin Kortjorn, New 
York.
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April 18, 1934
To Members and Associates of the 
American Institute of Accountants:
At the meeting of council of the American Institute of Accountants at New York, April 9, 
1934, recommendations of the board of examiners for election of applicants were approved. 
Four applicants for admission as members and 1 applicant for admission as associate had 
passed oral examinations. Credit for having passed examinations acceptable to the Institute 
was accorded 10 applicants for admission as members and 1 as associate. Seven applicants 
for admission as members and 1 for admission as associate had passed the Institute’s examina­
tions for a C. P. A. certificate in a cooperating state. The board recommended the advancement 
of 7 associates to membership.
For advancement to membership:
James C. Addison, Des Moines Archer D. Lewis, Denver
Robert I. Barry, New York, N. Y. 
George B. Clegg, Providence, R. I. 
Thomas R. Dempsey, Los Angeles
Francis N. Mullen, Elmira, N. Y. 
William H. Willis, Brooklyn, N. Y.
For admission as members:
J. E. Armstrong, Baltimore 
Charles M. Burlingame, Chicago 
Harold K. Chaney, Los Angeles 
Burney R. Clack, Tulsa, Okla.
Andrew G. Clauson, Jr., New York 
Joseph F. Cook, University City, Mo. 
William Fagell, Boston 
Charles O. Gunther, Jr., Baltimore 
Harry A. Houston, Paris, Ill.
William W. Johnston, Springfield, Mass. 
R. W. Kiersted, Cleveland
John B. Macnab, Baltimore 
Henry F. Meyer, Savannah 
Edwin C. Nelson, San Francisco 
David J. W. Patrick, San Francisco 
Charles M. Peale, Tulsa, Okla. 
Everett J. Penny, White Plains, N. Y.
Walter H. Rohe, Chicago 
Donald S. Ryder, Los Angeles 
Robert T. Taylor, Baltimore 
William B. Tittsworth, Baltimore
For admission as associates:
James H. Cave, Boston 
Forrest W. Pinkham, Boston
Herbert R. Thielmeyer, San Francisco
These applicants do not become members (or associates) until declared elected by the 
president. If protest is to be made against the election of any applicant on the list, it should 
reach the offices of the Institute before May 2, 1934.
JOHN L. CAREY, Secretary.
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AMERICAN INSTITUTE OF ACCOUNTANTS
Annual Meeting
The following general schedule of ar­
rangements for the annual meeting of 
the Institute to be held in Chicago in 
October, has now been decided upon:
Monday, October 15, 1934:
Meeting of Council in morning.
Registration throughout the day.
Meeting of representatives of state account­
ancy boards in the evening.
A reception for the visiting members and 
ladies in the evening, following the meeting 
of examiners.
Tuesday, October 16, 1934:
9:30 a.m.—General session.
12:00 noon—Luncheon interval.
1:00 p.m.—Technical discussions.
Evening—Suitable entertainment for ladies and 
gentlemen.
Wednesday, October 17 , 1934:
Whole day to be devoted to golf, tennis, etc., 
including annual competition for Missouri 
golf and tennis trophies.
Those not wishing to participate in sports 
may spend the day at the Century of 
Progress Exposition or in other forms of 
relaxation or entertainment. For those who 
would prefer to devote the day to discus­
sions on accounting or allied topics, facili­
ties will be provided for round-table dis­
cussions.
Thursday, October 18, 1934:
9:30 a. m.—General session.
Election of officers.
Selection of 1935 meeting place.
Other matters of business.
12:00 noon—Luncheon interval.
1:00 p. m.—General session.
4:30 p. m.—Meeting of Council.
7:30 p. m.—Annual banquet, at which the 
prizes for the golf tournament, 
etc., will be presented.
The Stevens Hotel, which is situated 
on Michigan Boulevard between 7th and 
8th Streets, has been chosen as headquar­
ters for the meeting. Visiting members 
are urgently requested to reserve accom­
modations at that hotel as early as pos­
sible.
The schedule of room rates is as follows:
Room with double bed and bath, for one per­
son, a day, from $3.00 to $8.00.
Room with double bed and bath, for two per­
sons, a day, from $4.50 to $10.00.
Room with twin beds and bath, for two per­
sons, a day, from $6.00 to $12.00.
Suites consisting of sitting room and bed 
room with bath can also be arranged for at 
reasonable rates.
The Stevens Hotel has 3,000 rooms of 
which approximately 2,000 are rated at 
$5.00 a day or less, a person.
The committee on meetings, which 
consists of John P. Dawson, Robert E. 
Payne and George W. Rossetter, requests 
that members keep the arrangements in 
mind.
R ailroad  Fares
Reduced railroad fares to Chicago will 
be in effect at the time of the annual 
meeting, on account of the W orld’s Fair, 
which will continue until October 31st. 
For example, there will be on sale at 
New York every Tuesday and Saturday 
round-trip tickets to Chicago, with a fif­
teen-day return limit, for $33. Pullman 
accommodations may be obtained with 
these tickets on the basis of one fare plus 
one-half fare for the return trip. Similar 
substantial reductions in railroad fares 
to Chicago will be available throughout 
the country. Information may be ob­
tained from local ticket agents.
Elections
In the absence of protest, the president 
has declared elected as members and as­
sociates, respectively, the following ap­
plicants whose election was recom­
mended by the board of examiners and 
approved by the council at its meeting 
on April 9, 1934:
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Advanced to m em bership:
James C. Addison, Des Moines 
Robert I. Barry, New York, N. Y.
George B. Clegg, Providence, R. I.
Thomas R. Dempsey, Los Angeles 
Archer D. Lewis, Denver 
Francis N. Mullen, Elmira, N. Y.
William H. Willis, Brooklyn, N. Y.
A dm itted  as members:
J. E. Armstrong, Baltimore 
Charles M. Burlingame, Chicago 
Harold K. Chaney, Los Angeles 
Burney R. Clack, Tulsa, Okla.
Joseph F. Cook, University City, Mo. 
William Fagell, Boston 
Charles O. Gunther, Jr., Baltimore 
Harry A. Houston, Paris, Ill.
William W. Johnston, Springfield, Mass.
R. W. Kiersted, Cleveland 
John B. Macnab, Baltimore 
Henry F. Meyer, Savannah 
Edwin C. Nelson, San Francisco 
David J. W. Patrick, San Francisco 
Charles M. Peale, Tulsa, Okla.
Everett J. Penny, White Plains, N. Y. 
Walter H. Rohe, Chicago 
Donald S. Ryder, Los Angeles 
Robert T. Taylor, Baltimore 
William B. Tittsworth, Baltimore
A dm itted  as associates:
James H. Cave, Boston 
Forrest W. Pinkham, Boston 
Herbert R. Thielmeyer, San Francisco
Special Report to the Membership
By order of the executive committee a 
special report to the membership is be­
ing distributed in pamphlet form dur­
ing the month of May. The report con­
tains a summary of proceedings of the 
council at its April meeting and a review 
of the reports submitted to council at 
that time, which reflect the work of the 
Institute since the beginning of the cur­
rent fiscal year.
Extra copies of the special report are 
available without charge and the execu­
tive committee requests that members 
distribute copies to all persons who may 
be interested.
Officers Visit Accountants in Five 
States
I nd ian apo lis
Immediately following council and ex­
ecutive committee meetings at New York 
on April 9th and 10th, John F. Forbes, 
president of the American Institute of 
Accountants, and the secretary of the In­
stitute proceeded to Indianapolis where 
on April 11th they were entertained by 
the Indiana Association of Certified Pub­
lic Accountants. In the morning they 
called upon William Madden, presi­
dent of the Indiana association. The 
Institute’s officers were accompanied by 
George S. Olive, a former member of 
council, and Stephen S. Yeoman, a mem­
ber of the special committee on develop­
ment of the Institute. Mr. Yeoman 
acted as host at a luncheon in honor of 
the officers of the Institute at the Lin­
coln hotel, at which they were introduced 
to H. A. Roney, secretary of the Indiana 
association, and directors and other 
members of the state group.
In the afternoon, Mr. Madden intro­
duced Messrs. Forbes and Carey to the 
governor of Indiana, Paul V. McNutt, 
and to William P. Cosgrove and Walter
G. Owens, the chairman and the secre­
tary of the state board of accountancy 
respectively.
In the evening a banquet was served 
at the Lincoln hotel at which about 
forty persons were present. Mr. Madden 
acted as toastmaster and introduced the 
officers of the Institute, who discussed the 
work of the organization and current 
problems of the profession.
L ouisville
On April 12th the Institute’s officers 
were welcomed at Louisville, Kentucky, 
by L. Tipton Young, a member of the 
special committee on development of the 
Institute, and Harvey Cardwell, presi­
dent of the Kentucky Society of Certified 
Public Accountants. After a drive 
about the vicinity of Louisville, the 
president and the secretary of the Insti­
tute attended a dinner meeting of the 
Kentucky society at the Pendennis club.
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About forty-five accountants were pres­
ent, and Mr. Cardwell presided. He in­
troduced Mr. Young, who spoke briefly 
on the relations of the American Insti­
tute with Kentucky accountants. Messrs. 
Forbes and Carey were then introduced 
and after their remarks there were vari­
ous questions on topics of general inter­
est, which were discussed informally.
L i t t l e  R o c k
On April 13th the Institute’s officers 
were guests at a banquet given in their 
honor by the Arkansas Society of Cer­
tified Public Accountants at the Albert 
Pike hotel, Little Rock. About forty- 
five persons were in attendance.
A. V. McDuffie, president of the Ar­
kansas society, acted as toastmaster and 
between courses introduced distinguished 
members of the state society, members 
of the state board of accountancy and 
guests. Raymond H. Rebsamen, a mem­
ber of the special committee on develop­
ment of the Institute, introduced Mr. 
Forbes.
Mr. Forbes expressed his appreciation 
of the loyalty and activity of the Arkan­
sas members of the Institute, and pro­
ceeded to discuss the activities of the 
national organization and other matters 
of current importance to accountancy. 
The secretary of the Institute was then 
introduced and at the conclusion of his 
remarks the meeting adjourned.
On Saturday and Sunday the officers 
remained in Little Rock. They were 
guests of H. W. Hennegin, a former 
member of council, at the Little Rock 
country club, where they played golf 
with several Arkansas accountants. On 
Sunday evening Mr. and Mrs. Rebsamen 
drove the visitors to Hot Springs, Arkan­
sas, where they dined after seeing the 
sights.
M e m p h i s
The president and the secretary of the 
Institute reached Memphis about mid­
afternoon on Monday, April 16th. They 
were driven about the town by M. O. 
Carter, president of the Tennessee So­
ciety of Certified Public Accountants,
and a member of the special committee 
on development of the Institute, Harry 
M. Jay, past president of the Tennessee 
society, and Roscoe C. Clark. Later 
they were guests at a dinner meeting at 
the Gayoso hotel at which seventy-one 
persons were present, including a num­
ber of bankers and other prominent 
citizens of Memphis. Mr. Carter acted 
as toastmaster. He introduced the In­
stitute’s officers who spoke at some length 
on the current aspects of the account­
ancy profession as reflected by the In­
stitute’s program.
The following morning Mr. Jay with 
several other Memphis accountants con­
ducted Messrs. Forbes and Carey on a 
tour of inspection of a cotton compress 
and also drove them about the surround­
ing country. The Institute’s officers left 
Memphis at noon and spent the rest of 
the day en route to St. Paul, Minnesota.
St. Paul
They were met at the Minnesota club, 
St. Paul, by Herbert M. Temple, a mem­
ber of council. On the following morn­
ing Messrs. Forbes and Carey were the 
guests at the University of Minnesota 
of R. A. Stevenson, dean of the school 
of business administration, and by John 
J. Reighard, an associate of the In­
stitute and a professor of accounting 
at the university. Mr. Reighard pre­
sented Messrs. Forbes, Temple and 
Carey to a group of about fifty stu­
dents of accounting and each of the 
guests gave a short talk on matters re­
lated to the accountancy profession and 
to the American Institute of Account­
ants.
The visitors were guests at a luncheon 
of the Minnesota chapter of the Amer­
ican Institute of Accountants at the 
Minneapolis club. About eighteen mem­
bers were present. A. M. Calmenson, 
vice-president of the chapter, presided in 
the absence of Emil Kroeger, president. 
Joseph A. Boulay and Maurice W. Staf­
fer, members of the special committee on 
development of the Institute, were pres­
ent and raised questions which led to 
discussion of ways and means of increas­
ing activity on the part of Institute mem­
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bers in Minnesota. Following the 
luncheon Messrs. Forbes and Carey met 
with the members of the Minnesota 
state board of accountancy in an infor­
mal conference.
In the evening the president and sec­
retary of the Institute attended a dinner 
at the Minnesota club, arranged by the 
Minnesota chapter of the Institute, to 
which members of the Minnesota Society 
of Certified Public Accountants had been 
invited.
Representatives of Minnesota groups 
of bankers, attorneys, government de­
partments and educational institutions 
were present at the dinner. Mr. Cal- 
menson opened the meeting and intro­
duced Mr. Temple who acted as toast­
master. After introductory remarks in 
which he outlined the history of the ac­
countancy profession in Minnesota, Mr. 
Temple introduced the officers of the In­
stitute who spoke on the relations of ac­
countants to business and government 
and the work of the American Institute 
as it reflected the progress of the ac­
countancy profession. About seventy- 
five persons were present.
At the conclusion of the meeting the 
president and the secretary of the Insti­
tute entrained for Chicago where they 
departed for their respective homes in 
San Francisco and New York.
Release of New Book by American 
Institute Publishing Co., Inc.
The American Institute Publishing 
Co., Inc., announces publication of A c­
counts of an O il Com pany, by H. G. 
Humphreys. This work is based upon a 
series of articles which appeared in The  
Journal of Accountancy during 1933, 
supplemented by much new material 
which has not heretofore been published.
The book covers the complex basic 
problems of oil accounting from the 
“bringing in” of a new well through the 
pumping, piping, refining and distribu­
tion of the product.
The book consists of 145 pages, illus­
trated by many forms of accounts. It is 
now ready for delivery.
Ruling of Executive Committee on 
Service on Institute Committees
The executive committee recently re­
ceived an inquiry as to whether a mem­
ber of a committee of the American In­
stitute of Accountants might designate a 
partner or personal associate, also a 
member of the Institute, to represent 
him at committee meetings, or in other 
committee activities, when the committee 
member himself found it impossible to 
participate.
The executive committee ruled that, 
since membership in the Institute is 
purely individual, committee members 
could not properly appoint substitutes 
to act for them in Institute matters. A 
committee chairman might, however, in­
vite any member of his committee who 
is unable to attend a meeting, or to par­
ticipate in other committee activity, to 
designate a representative to act for the 
absent member in that particular in­
stance.
One Hundred Per Cent. Institute 
Membership in Arkansas
At a meeting of the Arkansas Society 
of Certified Public Accountants at Lit­
tle Rock, April 13th, Raymond H. Reb- 
samen, a member of the special commit­
tee on development of the Institute, 
presented to John F. Forbes, president of 
the Institute, applications of ten Arkan­
sas accountants for admission to the 
American Institute of Accountants. Mr. 
Rebsamen stated that every accountant 
in the state who was immediately eligible 
for admission to the Institute had either 
become a member or had filed his appli­
cation for membership.
Mr. Forbes in acknowledging the 
presentation said that Arkansas would 
be the first state which could boast that 
all eligible accountants were members of 
the American Institute of Accountants.
He congratulated the Arkansas Society 
on its enthusiasm and activity and ex­
pressed the thanks of the Institute for 
the many evidences of loyalty and inter­
est which Arkansas had offered in recent 
years.
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Status of Accountants Under 
Immigration Laws
After consideration of reports to the ef­
fect that accountants resident in Canada 
and the United States had experienced 
difficulty in crossing the border for the 
purpose of carrying out professional en­
gagements, the American Institute of Ac­
countants and the Dominion Association 
of Chartered Accountants agreed to 
cooperate in an effort to assist the mem­
bers of the respective organizations.
After a conference at Washington be­
tween officers of the Institute and an offi­
cer of the United States department of 
labor, the Institute submitted the fol­
lowing request for a ruling on the status 
of accountants under the immigration 
laws of the United States:
“Hon. Frances Perkins 
Secretary of Labor 
Washington, D. C.
“Dear Madam:
“The American Institute of Accountants has 
received inquiries from its members as to 
whether chartered accountants of Canada who 
have occasion to visit the United States, to com­
plete engagements arising in Canada in the 
course of their professional work, may be ad­
mitted notwithstanding the provisions of the 
contract labor law.
“It is our understanding that a Canadian 
chartered accountant is considered ‘a person 
belonging to any recognized learned profes­
sion,’ and is not considered to come under the 
provisions of the contract labor law, but is 
readily admitted to the United States at the 
present time. We are in entire accord with 
this holding as the chartered accountant of 
Canada, like the certified public accountant of 
the United States, is in fact a member of a 
learned profession.
“We have, however, found no printed decision 
or ruling of your department on this subject 
which we can cite to our members, and in order 
that we may have authentic information we are 
writing this letter to ask if you will please 
inform us whether we are correct in our under­
standing of the practice in regard to recogni­
tion of Canadian chartered accountants.
Respectfully,
J o h n  L. C a r e y ,  Secretary.”
In reply the following letter was re­
ceived from the immigration and natur­
alization service of the department of 
labor:
“Dear Sir:
“In reply to your letter of the 16th ultimo, I 
have to inform you that this service does not 
consider persons who are certified public ac­
countants to be amenable to the contract labor 
provisions of the Immigration Act of 1917. The 
question as to whether or not accountants, who 
are not classifiable as certified public account­
ants, are amenable to the contract labor law 
is determined by this department on the facts 
presented in individual cases.
“In accordance with the decision of the 
supreme court in the Cook-Danelon case (279 
U. S. 231), the Immigration and Naturalization 
Service finds it necessary to deny admission to 
certain persons who desire to enter this country 
temporarily for the purpose of taking up em­
ployment. However, in view of the fact that 
certified public accountants are not amenable 
to the contract labor provisions of the law, this 
service holds that they are not covered by the 
decision of the supreme court. The same would 
apply to accountants (not certified public ac­
countants) who come here under waiver of the 
contract labor law granted by the Department 
of Labor.
Very truly yours,
E d w . J. Sh a u g h n essy ,  D eputy Commissioner.”
The Institute has now provided the 
Dominion Association of Chartered Ac­
countants with copies of this correspond­
ence and has expressed the hope that the 
association will be successful in its effort 
to obtain a ruling to the same effect 
under the laws of Canada.
Restrictive Bill Fails in New York
An accountancy bill of the two-class 
restrictive type failed to pass the legisla­
ture of New York State prior to adjourn­
ment. The bill was introduced by rep­
resentatives of non-certified public ac­
countants after the New York State So­
ciety of Certified Public Accountants 
had voted to oppose it.
Reports to the Institute do not indi­
cate that any state legislature has passed 
amendments to existing accountancy 
laws during the 1934 sessions.
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Proposed Amendments To Securities 
Act
Proposed amendments to the federal 
securities act of 1933 were introduced by 
Senator Fletcher May 4th in the form of 
an addition to the national securities 
exchange bill then under the considera­
tion of the senate. The proposed amend­
ments, which are reported to have ad­
ministration approval, apparently meet 
to a great extent the objections of ac­
countants to the existing statute. Until 
there has been an opportunity to obtain 
legal opinion on the matter, the effect 
of the newly offered provisions is more 
or less a matter of conjecture.
One of the amendments would change 
section 11 (a) of the securities act by 
permitting suit for damages only on the 
part of a person “who, in reliance on the 
statement or omission, acquires” a se­
curity. This apparently would have 
the effect of barring suit against an ex­
pert who had made a statement contain­
ing an error unless the plaintiff could 
show that he had relied upon that state­
ment in purchasing the security.
Clause (c) of paragraph (3) of section 
11 (b) provides that a defendant sued 
with respect to any part of a registration 
statement made on the authority of an 
expert, other than himself, may offer as 
part of his defense proof that the expert 
concerned was selected after reason­
able investigation and with reasonable 
grounds for belief in his ability for such 
purposes.
Section 11 (c) of the act would be 
amended by defining the standard of 
reasonableness as “that required of a 
prudent man in the management of his 
own property.” The existing standard 
is that of a fiduciary, application of 
which to accountants has given rise to 
many questions which could not be an­
swered without judicial interpretation.
Section 11 (e) regarding the extent of 
damages would be amended to read in 
part as follows:
“The suit authorized under subsection (a) 
may be to recover such damages as shall repre­
sent the difference between the amount paid for 
the security (not exceeding the price at which
the security was offered to the public) and (1) 
the value thereof as of the time such suit was 
brought, or (2) the price at which such security 
shall have been disposed of in the market 
before the suit, or (3) the price at which such 
security shall have been disposed of after suit 
but before judgment if such damages shall be 
less than the damages representing the differ­
ences between the amount paid for the security 
(not exceeding the price at which the security 
was offered to the public) and the value thereof 
as of the time such suit was brought; provided, 
that if the defendant proves that any portion or 
all of such damages represents other than the 
depreciation in value of such security resulting 
from such part of the registration statement with 
respect to which his liability is asserted, not 
being true or omitting to state a material fact 
required to be stated therein or necessary to 
make the statements therein not misleading, 
such portion of or all such damages shall not 
be recoverable.”
Other proposed amendments to sec­
tion 11 (e) would permit the court to 
assess reasonable costs, including attor­
ney’s fees, if the court believes that the 
suit or the defense is without merit. 
This provision is evidently intended to 
reduce the probability of captious suits 
and efforts at blackmail.
T he period in which suit might be 
brought would be limited to one year 
after discovery of the alleged misstate­
ment or omission and to five years after 
the sale of the security in question.
Section 19 of the act would be altered 
by permitting the commission to define 
“terms deemed by the commission to be 
accounting, technical” and trade terms 
used in the act. The present phrase­
ology permits the commission to define 
“accounting and trade terms” as used in 
the act. The proposed amendments also 
include a provision to protect persons 
who may have acted in good faith under 
regulations in force at the time of the 
action but amended at a later date.
The amendatory bill would transfer 
the authority to administer the securities 
act from the federal trade commission to 
the new federal securities exchange com­
mission designated under title I of the 
national securities exchange bill (Senate 
draft).
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Securities Exchange Bills
T he two versions of the securities ex­
change bill of 1934, as recommended for 
enactment by committees of the senate 
and the house of representatives, later 
passed by departments of congress, 
are at variance with each other and dif­
fer from earlier drafts of the measure 
with respect to certain provisions dealing 
with corporate accounting and auditing. 
Thus further changes will be necessary 
to reconcile the two bills before a final 
vote.
The reports of the house committee 
on interstate and foreign commerce and 
of the senate committee on banking and 
currency, in submitting the bills to con­
gress, have been regarded by accountants 
with great interest as a formal and 
authoritative statement of the intention 
of the authors in drafting the accounting 
provisions.
A noteworthy change made in the 
final writing of the bill by the house 
committee was the revision of the para­
graph empowering the federal trade 
commission to prescribe forms and 
methods for the preparation of corpo­
rate reports. Clauses against which the 
Institute had protested in a brief sub­
mitted to the committee were omitted 
and other clauses were inserted, leaving 
the paragraph as follows:
“Section 12 (b). The commission may pre­
scribe, in regard to reports made pursuant to 
this act, in accordance with accepted principles 
of accounting, the form or forms in which the 
required information shall be set forth, and the 
items or details to be shown in the balance- 
sheets and profit-and-loss statements; but in the 
case of the reports of any person whose account­
ing is subject to the provisions of any law of the 
United States or any state, or any rule or regu­
lation thereunder, the rules and regulations of 
the commission with respect to reports shall not 
be inconsistent with the requirements imposed 
by such law or rule or regulation, except that 
this provision shall not be construed to prevent 
the commission from imposing such additional 
requirements with respect to such reports, 
within the scope of this section . . . as it 
may deem necessary for the protection of inves­
tors.”
In the provisions for registration of 
securities, the house committee draft 
states specifically that the number of 
years for which balance-sheets and profit- 
and-loss statements shall be submitted 
shall be three. Earlier drafts had left 
the number of years to the discretion of 
the commission. The present bill re­
quires annual reports and such quar­
terly reports as the commission may 
stipulate, the annual reports to be cer­
tified by independent public account­
ants if required by the rules and regula­
tions of the commission. Changes in the 
phraseology of the section dealing with 
liability for misleading statements did 
not materially alter their substance, ex­
cept that the time limit within which 
action may be brought was changed from 
“two years after the cause of action ac­
crued” to “three years after the violation 
upon which it is based.”
Following are portions of the house 
committee’s report referring to the ac­
counting sections of the bill:
P r o v isio n  o f  A d e q u a te  an d  H o n e st  R e po r ts  t o  
Se c u r it ie s  H olders by  R egistered  
C o r po r a tio n s
“No investor, no speculator, can safely buy 
and sell securities upon the exchanges without 
having an intelligent basis for forming his judg­
ment as to the value of the securities he buys 
or sells. The idea of a free and open public 
market is built upon the theory that compet­
ing judgments of buyers and sellers as to the 
fair price of a security brings about a situation 
where the market price reflects as nearly as pos­
sible a just price. Just as artificial manipulation 
tends to upset the true function of an open 
market, so the hiding and secreting of impor­
tant information obstructs the operation of the 
markets as indices of real value. There cannot 
be honest markets without honest publicity. 
Manipulation and dishonest practices of the 
market-place thrive upon mystery and secrecy. 
The disclosure of information materially impor­
tant to investors may not instantaneously be 
reflected in market value, but despite the intrica­
cies of security values truth does find relatively 
quick acceptance on the market. That is why 
in many cases it is so carefully guarded. De­
layed, inaccurate, and misleading reports are 
the tools of the unconscionable market opera­
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tor and the recreant corporate official who specu­
late on inside information. Despite the tug 
of conflicting interests and the influence of 
powerful groups, responsible officials of the lead­
ing exchanges have unqualifiedly recognized in 
theory at least the vital importance of true and 
accurate corporate reporting as an essential cog 
in the proper functioning of the public ex­
changes. Their efforts to bring about more 
adequate and prompt publicity have been handi­
capped by the lack of legal power and by the 
failure of certain banking and business groups 
to appreciate that a business that gathers its 
capital from the investing public has not the 
same right to secrecy as a small privately owned 
and managed business. It is only a few decades 
since men believed that the disclosure of a bal­
ance-sheet was a disclosure of a trade secret. 
Today few people would admit the right of any 
company to solicit public funds without the 
disclosure of a balance-sheet.
“The need of proper and adequate reporting 
as an adjunct of the proper functioning of the 
exchanges has been expressed by the realistic 
and responsible executive assistant of the com­
mittee on stock list of the New York stock ex­
change:
“ ‘It has been said a hundred times that ac­
counting is a matter of conventions, and it is 
questionable whether these conventions have 
kept pace with the changes in modern business 
conditions. As the art stands today, it appears 
to the business man to have evolved with pri­
mary emphasis upon two objects:
“ ‘ (a) To give to management that accurate 
information and aid which is essential to the 
successful conduct of a business, and (b) to give 
to actual and prospective creditors that accu­
rate information essential to the determination 
of the volume of credit which may safely be 
extended and the conditions under which it 
may be allowed.
“ ‘Under conditions of ownership where the 
number of partners or stockholders was small, 
where enterprises were largely managed by their 
owners, or by the personally chosen representa­
tives of a few owners in close contact with the 
business, and where it was the custom to finance 
permanently but little beyond minimum needs 
and to borrow largely to meet peak needs, ac­
counting adequately performing these two func­
tions probably sufficiently served the needs of 
the then situation. In the meantime the wide­
spread diffusion of corporate ownership, with 
which we are all familiar, has occurred. There 
are few large enterprises which have not taken 
on the corporate form and a large proportion 
of the total ownership is in the hands of mil­
lions of relatively small investors who have no 
direct contact with management and whose only
knowledge of the company is derived from its 
financial reports. In recent years there has been 
a marked tendency to finance more or less 
permanently for peak requirements, becoming 
lenders of money at the time of minimum re­
quirements, and so tending to lessen the aggre­
gate volume of bank credit needed.
“ ‘Because of these changes, coupled with a 
growing tendency toward extreme broadness and 
flexibility in the corporation laws of many 
states, the time appears to have arrived for 
some changes of emphasis as to the objects to 
be achieved by sound accounting practice. 
While there have been able efforts devoted 
toward this end, the result so far generally 
attained does not seem to me sufficient to meet 
the needs. The need of accurate information 
for the aid of management is still paramount; 
but, under conditions of today, the next object 
in order of importance has become “to give to 
stockholders, in understandable form, such in­
formation in regard to the business as will avoid 
misleading them in any respect and as will put 
them in possession of all information needed, 
and which can be supplied in financial state­
ments, to determine the true value of their 
investments.”
“ ‘This is, of course, the object in which the 
stock exchange is particularly interested. The 
primary object of the exchange is to afford facili­
ties for trading in securities under the safest 
and fairest conditions attainable. In order that 
parties may trade on even terms they should 
have, as far as is practicable, the same oppor­
tunities for knowledge in regard to the subject 
matter of the trade.
“ ‘The exchange is interested in the accounts 
of companies as a source of reliable information 
for those who deal in stocks. It is not sufficient 
for the stock exchange that the accounts should 
be in conformity with law or even that they 
should be conservative; the stock exchange de­
sires that they should be fully and fairly in­
formative.’
“The president of the New York stock ex­
change has effectively answered those who con­
tend that such publicity will give advantage to 
competitors:
“ ‘The public, today, insists upon more com­
plete and accurate financial statements from 
publicly owned companies and I am sure that 
the officials and directors of these corporations, 
realizing the reasonableness of this demand, will 
furnish investors with adequate information. 
There have not been many instances where the 
failure to give complete information was due 
to a desire on the part of directors or officers 
to secure unfair personal advantage. However, 
many company officials did not publish complete 
financial statements because they were afraid 
that the disclosure of too much information 
would put their companies at a disadvantage in 
meeting competition, not only from other 
American corporations, but frequently from 
foreign companies engaged in the same line of
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business. This fear, though genuine, has in 
large measure proved to be unfounded.’
“The reporting provisions of the proposed 
legislation are a very modest beginning to afford 
that long-denied aid to the exchanges in the 
way of securing proper information for the 
investor. The provisions carefully guard against 
the disclosure of trade secrets or processes. But 
the idea that a fair report of corporate assets 
and profits give unfair advantage to competi­
tors is no longer seriously entertained by any 
modern business man. The realistic corporate 
executive knows that his alert competitors have 
a pretty good notion of what his business is and 
if he is unable to compete with them it is be­
cause he is hopelessly behind in the keen com­
petitive struggle. The reporting provisions of 
the legislation have been approved by such con­
servative investment services as Moody’s and 
Standard Statistics and, despite the wild fears 
spread throughout the country by powerful 
lobbyists against this bill, intelligent business 
men recognize that general knowledge of busi­
ness facts will only help and cannot hurt them. 
The possession of these facts has for a number 
of years been the exclusive perquisite of power­
ful banking and industrial groups. Making 
these facts generally available will be of ma­
terial benefit and guidance to business as a 
whole.”
Sen a t e  B ill
The bill, as recommended for enact­
ment by the senate committee on bank­
ing and currency, would create a com­
mission of five, appointed by the presi­
dent, with the advice and consent of the 
senate, to administer the measure if en­
acted. This commission would be given 
virtually the same authority to prescribe 
forms and methods of accounting that 
previously was proposed to be given the 
j federal trade commission. T o  the clauses 
thus empowering the commission, how­
ever, was appended a paragraph which 
says: “Nothing in this act shall be con­
strued as authorizing the commission to 
interfere with the management of the 
affairs of an issuer.”
Balance-sheets a n d  profit-and-loss 
statements prerequisite to the registra­
tion of a security would be required for 
not more than the three preceding fiscal 
years. Annual reports required in this
draft of the bill, would be certified by 
independent public accountants if re­
quired by the rules and regulations of 
the securities exchange commission. 
Quarterly and such other reports as the 
commission might deem essential in 
special circumstances could be required.
The provisions relating to civil lia­
bility for misleading statements in the 
senate bill are substantially the same as 
those of the house bill. There is an ad­
ditional provision, however, that in any 
suit the court may assess reasonable costs, 
including attorneys’ fees, against either 
party litigant. It is also stated that the 
term “misleading statement” shall be 
construed to include omission to state a 
material fact.
Portions of the senate committee re­
port that serve to throw light on the ac­
counting provisions of the senate draft 
are as follows:
“Although the exchanges have endeavored to 
bring about an improvement in the type of 
financial reports filed by corporations, they have 
been hampered by the terms of the listing con­
tracts made with issuers, which they have not 
considered themselves entitled to modify with­
out the consent of such issuers. Progress in this 
direction has been further retarded by the un­
willingness of issuers to furnish adequate in­
formation, supported by the threat of with­
drawal of their listings, and by the potential 
competition of exchanges having more lenient 
standards. Such impediments could not exist so 
far as a federal regulatory body is concerned. 
The present bill would effectuate a reform 
which the exchanges themselves have been advo­
cating for many years. Hence their efforts to 
enlist the opposition of corporations to the 
proposed legislation is difficult to reconcile with 
their public utterances in the past. . . .
“The information required to be filed under 
the securities act of 1933 relates only to the 
situation at the time a security is issued. Re­
ports under this bill will provide adequate in­
formation reasonably up-to-date as long as the 
security is traded in on an exchange.
“This aspect of the proposed legislation has 
been the target of an intensive campaign in the 
form of letters and telegrams addressed to 
members of congress and especially to members 
of this committee. The extent of the protest 
makes it worthy of serious consideration; but it
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appears tha t this opposition is largely based on 
a misunderstanding of the bill, the fear of 
exposure on the part of some corporations 
which have heretofore managed to withhold 
from investors their true financial condition, or 
the efforts of stock brokers hostile to other 
portions of the bill, who are endeavoring to 
marshal all possible aid in defeating the bill by 
inciting their customers to protest.
“T he principal objection directed against the 
provisions for corporate reporting is that they 
constitute a veiled attem pt to invest a govern­
mental commission with the power to interfere 
in the management of corporations. T he com­
mittee has no such intention, and feels that the 
bill furnishes no justification for such an in ter­
pretation. T o make this point abundantly 
clear, section 13 (d) specifically provides that 
nothing in the act shall be construed to author­
ize interference with the management of cor­
porate affairs.
“T he bill provides that securities traded in 
upon exchanges must be registered with the 
commission, and that a condition of such regis­
tration shall be the furnishing of complete 
information relative to the financial condition 
of the issuer, which information shall be kept 
up to date by adequate periodic reports. T he 
commission is given complete discretion not only 
to exempt securities from the operation of most 
sections of the act—including those dealing with 
corporate reports—but also to require in cor­
porate reports only such information as it deems 
necessary or appropriate in the public interest 
or to protect investors. In  this connection it 
should be noted that section 3 (a) (12) em­
powers the commission to define ‘exempted 
securities’ and sections 12 and 13 authorize it to 
vary the specifications for reports where those 
indicated are deemed inappropriate. Moreover, 
by section 23 a corporation is granted an uncon­
ditional right to a private hearing in any case 
where it feels that information filed with the 
commission should not be made public, and by 
section 24, the commission’s determination on 
such hearing is subject to court review.
“T he argument has also been made that the 
provision for corporate reports will impose an 
undue burden on corporations by compelling 
them to keep their accounts in the manner 
prescribed by the commission. T he bill, how­
ever, merely permits the commission to specify 
the methods to be followed in preparing the 
reports made to it, and does not attem pt to
direct the manner in which the corporate books 
of account shall be kept. T he only corpora­
tions apt to be seriously affected in this respect 
are those which do not keep even in their con­
fidential files the information essential for the 
preparation of reports on which may be based 
an intelligent analysis of the value of their 
securities for investment purposes.
“These provisions are regarded as the m ini­
mum which is requisite for the adequate pro­
tection of investors. T he committee has re­
peatedly heard testimony illustrating the eva­
sions, suppressions, distortions, exaggerations, 
and outright misrepresentations practiced by 
corporations with intent to cloak their opera­
tions and to present to the investing public a 
false or misleading appearance as to financial 
condition.
“T he chairman of the committee on stock 
list of the New York stock exchange testified 
tha t an application for listing of additional 
shares was granted to a corporation in  June, 
1933; that while it was represented to the stock 
exchange authorities that the additional shares 
were to be issued in exchange for the shares of 
another corporation, no balance-sheet of the 
latter was exhibited to the committee on stock 
list; and that had such balance-sheet been pre­
sented, the listing would have been denied for 
several reasons, including the fact that it would 
have been discovered that the stock was being 
issued for the purpose of supplying capital, 
and not for the purpose of acquiring property 
as represented, the fact that the stockholders’ 
pre-emptive rights were being circumvented, and 
the fact that practically all the assets of the 
company consisted of notes receivable, good will, 
and licenses arbitrarily valued at grossly exag­
gerated figures. T he testimony also established 
that w ithin a period of a few days the assets of 
the company were w ritten up 100 per cent. in 
value. In  another case brought to the atten­
tion of the committee, the assets of a company 
were marked up from $4,000,000 to $24,000,000. 
A memorandum prepared by a corporate official 
was introduced in evidence which discussed the 
alternatives of preparing the corporation’s an­
nual report in either the ‘standard’ or the 
‘understandable’ form, the decision being in 
favor of the former.
(As this Bulletin  goes to press, the two bills, 
passed by the respective houses, are to be re ­
ferred to a conference committee for reconcilia­
tion.)
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Proposed Cost Accounting Provisions 
For N. R. A. Codes
Two plans for effecting standardiza­
tion of code requirements for account­
ing and cost finding under the N. R. A. 
are receiving the consideration of the 
various code authorities. The plans 
were submitted by the recovery adminis­
tration to the code authorities at the 
recent general meetings at Washington. 
It was then indicated that the plans had 
not received the approval of the admin­
istration, but were intended to open dis­
cussion of the problems involved and to 
suggest possible solutions.
The two methods of approach sug­
gested are: (a) to prescribe an account­
ing method, complete in its outline of 
definitions and principles, to be supple­
mented by a cost formula; and (b) to 
require a cost formula only, which will 
set out all the elements to be included 
in determining the cost below which 
sales may not be made.
An outline of plan 1 follows:
W h a t  I t  I s
(a) An accounting method, complete in its 
basic outlines, the specific system to be per­
missive, but the principles to be observed by 
all members.
(b) A cost formula, to specify only the varia­
tions from the accounting system, or adjust­
ments to be made in actual cost for the purpose 
of determining the cost below which sales may 
not be made.
I ts A dvantages
1. The establishment in each industry of a 
model or standard, in order to provide a gauge 
of the minimum requirements for an adequate 
accounting procedure.
2. A definition of accounting terms, in order 
that all companies may include the same ele­
ments in various stages of cost.
3. The accounting provisions suggested for 
embodiment in the code are sufficiently general 
in nature that the approval of the code need 
not be held up awaiting the adoption and ap­
proval of a standard cost accounting method.
4. The provisions of the cost formula may be 
altered or changed at any time upon the request 
of the code authority, approved by the admin­
istrator, without an amendment to the code 
itself.
I ts D isadvantages
1. Difficulty in explaining to the small mem­
bers that the particular accounting system in 
all its details and with its encumbent expense 
is not to be thrust upon them as a compulsory 
requirement.
2. Further difficulty in getting instruction to 
small members concerning even the funda­
mentals of the accounting methods prescribed, 
where the concerns do not have trained em­
ployees.
Plan 2 is described as follows:
W h a t  I t  I s
A cost formula, containing a complete outline 
of the elements to be included as cost for the 
purpose of determining cost below which sales 
may not be made, but involving no accounts 
other than those directly required in the deter­
mination of such cost.
I ts A dvantages
1. Simplicity, because it involves only the 
expense accounts entering into cost of sales de­
termination. No outline of the asset and lia­
bility accounts is drawn in (although theoreti­
cally such an outline should be drawn in, 
because depreciation expense involves the asset 
accounts, buildings and equipment; bad debt 
expense involves the asset account, accounts 
receivable; cost of goods sold involves the asset 
account, inventories, etc.).
The argument is advanced by proponents of 
this plan that many small concerns have no 
assets or liabilities set up on their books and 
that they are doing well to grasp the essential 
expense accounts entering into the calculation 
of cost.
I ts D isadvantages
1. It does not make for permanent stabiliza­
tion of accounting methods, because it is not a 
method of keeping permanent records of the 
business, but is simply a method of assembling 
information for temporary purposes.
2. No model or standard is established as a 
gauge of minimum requirements for an ade­
quate accounting procedure.
3. No definitions of accounting terms are 
established beyond the defining of expense ac­
counts in summary form.
Model code provisions and formulae were 
submitted to the industries for their study and 
criticism.
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Audits of Savings and Loan Asso­
ciations
An amendment to the banking law of 
the state of New York, approved April 
23, 1934, and taking effect immediately, 
requires annual audits of the accounts of 
savings and loan associations by the di­
rectors and empowers the directors to 
employ such assistance as they deem nec­
essary to carry out this requirement. 
Following is the text of the act:
C h a p t e r  258, Laws o f  1934
“AN ACT to amend the banking law, in rela­
tion to examination by directors of savings and 
loan associations.
“The people of the state of New York, repre­
sented in senate and assembly, do enact as fol­
lows:
“Section 1. Article 10 of chapter 369 of the 
laws of 1914, entitled ‘An act in relation to 
banking corporations, and individuals, partner­
ships, unincorporated associations and corpora­
tions under the supervision of the banking de­
partment, constituting chapter 2 of the con­
solidated laws,’ is hereby amended by adding 
thereto a new section, following section 406, to 
be section 406-a, to read as follows:
“Section 406-a. Examination by directors. 
The directors of every savings and loan asso­
ciation, by a committee of not less than three 
of their number, on or before the first day of 
July in each year, shall audit the books, records 
and accounts and examine fully the papers and 
affairs of such association, and the loans and 
investments thereof, with the special view of 
ascertaining the safety and present value of 
such loans and investments, and the value of 
the collateral security held in connection there­
with and into such other matters as the super­
intendent of banks may require. Such direc­
tors shall have the power to employ such assist­
ance as they deem necessary in making the 
examinations prescribed by this section. Within 
thirty days after the completion of such exami­
nation, a report thereof in writing, sworn to by 
the directors making the same, shall be made 
to the board of directors of such association, 
and placed on file in said association, and a 
duplicate filed in the office of the superintendent 
of banks.
“Section 2. This act shall take effect im­
mediately.”
Comment on Accounting Provisions 
of Investment Bankers’ Code
At a meeting of the Chicago associa­
tion of commerce, April 23rd, Arthur
D. Whiteside, president of Dun & Brad­
street, Inc., and former division adminis­
trator of the N. R. A., praised the ac­
counting provisions of the recently ap­
proved supplementary code of fair com­
petition for investment bankers, saying 
that, if no other sections had been in­
cluded, “this document alone would 
stand out as evolutionary in the history 
of finance.”
“This section is unique,” Mr. White­
side said, “and is one which in itself will 
reduce the investment hazard to a degree 
which is revolutionary. This section 
sets up practical safeguards which re­
move at one stroke the mystery of trends 
in values, which has been a basic psycho­
logical cause of our booms and depres­
sions.
“This section is intensely practical. 
It is not detailed to the point of theo­
retical absurdity. But, on the other 
hand, it does not give a loop-hole to the 
evasion of statements of essential factors 
which should in all justice be available 
to every investor of any amount or to his 
broker.
“This section needs no detailed com­
ment. Its purpose, its intent and its im­
plications are obvious. If no other sec­
tions were included in these trade prac­
tices, this document alone would still 
stand out as evolutionary in the history 
of finance.”
The Institute’s committee on coopera­
tion with investment bankers assisted in 
drafting these provisions and was repre­
sented at the public hearings at Wash­
ington by its chairman, Frederick H. 
Hurdman. At that time, Mr. Whiteside, 
who officiated, complimented the com­
mittee on its contribution to the code.
Charles J. Maxcy, of New York, was 
recently appointed head of the bureau 
of municipal investigation and statistics 
of the New York city department of 
finance.
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Federal Trade Commission Ruling 
under Securities Act
The federal trade commission, on 
April 27th, announced additions to the 
rule promulgated November 1, 1933, re­
garding the exemption of issues offered 
at an aggregate price under $100,000 
which fall within certain prescribed 
requirements, as reported in the Bulletin 
for November 15, 1933.
The new rule removes the require­
ments that the issue be sold for cash, 
that the underwriting expenses be lim­
ited to 10 per cent., and that the stock 
be in units of at least $100. Its net 
effect is to exempt any stock issued 
for an aggregate amount of not over 
$100,000, if the total net proceeds of all 
securities issued by the same issuer 
within the preceding year, including 
the issue in question, does not exceed 
$100,000, subject to the following con­
ditions, in addition to those regarding 
prospectuses:
(a) That the stock shall not be offered below 
par value, unless it is stock which has been 
reacquired by the issuer at approximately its 
market value.
(b) That the expenses of distribution do not 
exceed 25 per cent. of the amount for which 
the stock is sold.
(c) That no securities issued to a promoter 
or organizer in excess of expenses incurred by 
him or of the fair cash value of property 
acquired from him, which he has held for 
more than a year, shall be sold to the public 
until the issuer has earned a net profit over a 
period of one year; and that if the corporation 
is liquidated before it has earned a net profit 
over a period of a year, such promoters’ or 
organizers’ securities shall not share in the 
distribution until all other stockholders who 
paid cash for their securities have been reim­
bursed in full. The issuer is required to take 
legally effective means to assure compliance 
with these conditions, such as putting the pro­
moters’ and organizers’ securities in escrow.
The rule also exempts, regardless of the 
above conditions, any stock comprising an issue 
not exceeding $30,000, provided that the net 
proceeds of all securities issued by the issuer 
within a year, including the stock in question, 
do not exceed $30,000.
Accountants to Act for N. R. A. 
Compliance Board
It has been reported that the N. R. A. 
compliance board has recommended in­
vestigation by certified public account­
ants of the books of a company charged 
with reduction of prices below the level 
permitted by the code of the industry 
concerned.
Code of Professional Conduct of 
Massachusetts State Board
Announcement has been made that the 
board of registration of certified public 
accountants in Massachusetts has for­
mally adopted a code of professional con­
duct, based in part on the rules of pro­
fessional conduct of the American Insti­
tute of Accountants. The rules adopted 
by the Massachusetts board are as fol­
lows:
1. No holder of a certificate in practice as an 
individual shall use the phrase “and company” 
and/or “certified public accountants” as a 
part of the name under which he practices when 
no partnership actually exists.
2. To quote from section 87—2, chapter 470, 
acts of 1923 of the Massachusetts statutes, “No 
partnership unless all of its members are regis­
tered under the provisions of this act and no 
corporation shall use the words ‘certified public 
accountants’ in describing the partnership or 
corporation or the business thereof; provided 
that any partnership or corporation may repre­
sent that a specified person registered under 
said provisions is a member of such partnership 
or is in the service of such partnership or cor­
poration.”
3. A partnership or association using the 
description “and company” or practicing under 
a firm name which does not disclose the identity 
of all of the members thereof is required to file 
with the board of registration the names and 
addresses of the members of such firm, it being 
understood that no member thereof is permitted 
to designate himself as a certified public ac­
countant unless he is so certified under the laws 
of the Commonwealth of Massachusetts. It is 
also required that the board be advised of any 
subsequent change in the membership of such 
firm.
4. No holder of a certificate shall either
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certify to or sign his name to any accounts, 
exhibits, statements or schedules which have 
not been actually verified under his supervi­
sion or that of a member of his firm or of his 
staff.
5. No holder of a certificate shall prepare 
and sign or certify to any statement, exhibit, 
schedule, tax return, or other form of account­
ing work which contains an essential misstate­
ment of fact or omission of fact, either known 
by him to be such a misstatement or which in 
the opinion of the board of registration should 
have been ascertained so to be by the exercise 
of reasonable diligence, care and professional 
knowledge.
6. No holder of a certificate shall offer em­
ployment to an employee of a fellow holder of 
a certificate without informing such holder of 
his intent. However, one may freely negotiate 
with anyone who, of his own initiative or in 
response to a public advertisement, shall apply 
to him for employment.
7. No holder of a certificate shall directly or 
indirectly allow or agree to allow a commission, 
brokerage, or other participation to anyone as a 
consideration for assistance in obtaining an en­
gagement; nor shall he accept or agree to 
accept a commission or gratuity as consideration 
for commercial business which he may be instru­
mental in turning over to others incident to the 
services rendered to his clients.
8. No holder of a certificate shall solicit the 
clients or encroach upon the business of another 
holder of a certificate. It is the right, however, 
of any holder of a certificate to give proper 
service or advice, or to quote rates or give esti­
mates of fees to those asking for such service, 
advice, or information.
9. No holder of a certificate who is in prac­
tice on his own account, or a member of the 
staff of a certified public accountant shall at the 
same time engage in any business or occupa­
tion which, in the opinion of the board, is in­
compatible or inconsistent with the practice of a 
certified public accountant.
10. The holder of a certificate in quoting or 
estimating rates should place a value upon his 
services or those of a member of his staff which, 
at per diem rates, is consistent with the pro­
fessional character of his services and which con­
forms within reasonable limits to the generally 
accepted rates charged by other reputable ac­
countants for the same type of work.
11. The holder of a certificate should have 
due consideration for the generally recognized
attitude of the profession with regard to the 
advertising in any manner of one’s professional 
qualifications.
Note: Each recipient of a certificate hence­
forth will be required to sign the following:
To t h e  B o a r d  o f  R e g i s t r a t i o n  o f  C e r t i f i e d  
P u b l i c  A c c o u n ta n t s :
Inasmuch as I am being granted a certificate 
to practice as a certified public accountant, in 
accordance with the provisions of chapter 470, 
acts of 1923 of the Massachusetts statutes, I 
hereby acknowledge that I have carefully read 
the accompanying rules and regulations pertain­
ing to professional conduct, that I subscribe 
both to the spirit and the letter of such rules 
and that I agree to observe them faithfully in 
the performance of my professional work.
I further agree that I shall in all ways so con­
duct myself as to entitle me to the respect, con­
fidence, and good-will of my associates in prac­
tice, and to do all in my power to uphold and 
promote the standards of the accounting pro­
fession.
I understand and agree that the failure on 
my part to comply with any one of the rules 
to which I hereby subscribe, or to uphold and 
protect the high standards of the profession, 
in any manner whatsoever, will be grounds for 
my being requested to appear before the board 
to show cause why my certificate should not be 
canceled, revoked or suspended.
I hereby acknowledge the receipt of certificate 
No...........as well as of a copy of this document.
Bid for Municipal Audit Avoided
A member of the board of apportion­
ment and taxation of Bridgeport, Con­
necticut, read from a pamphlet on 
“Audits of governmental bodies,” pub­
lished by the American Institute of Ac­
countants, in arguing against a proposal 
that the contract for auditing the tax 
collector’s records be awarded on the 
basis of bids.
During the course of the debate refer­
ence was made to an incident in which 
the city had granted an audit contract 
as the result of bids, the outcome of 
which had not been entirely satisfactory.
The board finally decided to award 
the contract without bids to a firm of 
professional accountants which had per­
formed the engagement satisfactorily in 
past years.
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New York C. P. A. Examination 
Syllabus
Subjects which should be studied in 
preparation for the certified public ac­
countant examinations are indicated in 
a paper read at a recent meeting of the 
New York State Society of Certified Pub­
lic Accountants by Norman E. Webster, 
a member of the New York State board 
of examiners. Mr. Webster is one of the 
editors of the proposed new issue of the 
examination syllabus to be issued by the 
council on accountancy of the University 
of the State of New York.
The following quotation from Mr. 
Webster’s paper consists of extracts from 
the draft syllabus:
“As a subject for examination the scope of 
commercial law education should include (1) 
the principles of common law, and of New 
York and United States statutory law relating 
to (a) the forms of organizations, both those 
engaged in private and public business, (b) 
the relationships of such organizations to each 
other, (c) the classes of property and of rights 
in property, and (d) other matters relating to 
business transactions; (2) United States and 
New York tax laws; (3) the rules of statutory 
construction of tax laws and of the extent to 
which administrative regulations in such matters 
are controlling; (4) the forms of procedure 
which are prescribed for the preparation of 
accounts for presentation to courts or other 
agencies created by law, and the basic rules 
governing the submission of the facts as proof 
of allegations; and (5) the legal responsibilities 
of those engaged in the public practice of ac­
countancy.
T h e o r y  o f  A cc o u n ts
“As a subject for examination the scope of 
theory of accounts should include (1) the entire 
terminology of accounting; (2) the elements 
of commercial arithmetic and actuarial science; 
(3) controlling accounts; (4) the classification of 
accounts which will produce an appropriate 
analysis of the operating results of (a) each 
class of business organization, private, quasi­
public and public, (b) each function of such 
organization such as production, transportation, 
merchandising, financial, etc., including for each 
its major and its minor or incidental opera­
tions, and (c) each class of property, of debt
and of capital; (5) the ascertainment of the 
appropriate basis for the apportionment or 
other distribution of any item, parts of which 
are allocable to one or more other items; (6) 
the appropriate methods for determining the 
costs of particular functions, operations or prod­
ucts; (7) the factors which control in various 
processes or methods for valuing property and 
debt; (8) the accounting phases of capitaliza­
tion; (9) the principles which apply in making 
effective and giving expression to the mutual 
obligations contained in various kinds of docu­
ments; and (10) the principles of statistical 
and graphic interpretation and presentation, of 
budgeting, and of special investigation.
P r a c tic a l  A c c o u n t in g
“As a subject for examination the scope of 
practical accounting should include the appli­
cation of commercial law and theory of accounts 
to statements of facts given in the form of 
propositions or problems related to any of the 
sub-divisions mentioned in the outlines herein­
after given. Furthermore, emphasis should be 
laid upon (1) the terminology pertaining to the 
accounting records and statements; (2) the 
processes of commercial arithmetic; (3) the de­
sign of accounting records which may be 
appropriate for (a) each class of business organ­
ization both public, quasi-public and private,
(b) various functions of business, (c) the classes 
of property and debt and of revenue and ex­
pense, for which controlling and subsidiary ac­
counts may be advisable, and (d) where per­
missible, the selection of the most appropriate 
of two or more designs for particular state­
ments; (4) the bookkeeping including the origi­
nal record with sufficient explanation and the 
later summarization; (5) the presentation of the 
financial facts for stated periods and at stated 
dates or both; (6) the presentation of the finan­
cial facts in the special forms which may be 
required for special investigations, for taxation, 
or for fiduciaries, parties to court action, etc.; 
(7) the preparation of budgets.
A u d it in g
“As a subject for examination the scope of 
auditing should presuppose a thorough knowl­
edge of commercial law, theory of accounts and 
practical accounting, and should include specific 
and general subjects as follows: Specifically, (1) 
the classification of audits as to scope and pur­
pose; (2) the preparation of a program for any
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particular audit; (3) the determination of the 
methods and extent of the reviews of (a) the 
original entries and of the comparison there­
with of the related documents, and (b) the 
postings therefrom, etc.; (4) the determination 
of the verifications which can and should be 
made by examination, by confirmation, by 
analysis, or by tests, and the methods and 
extent of the analyses or tests for different 
classes of property or debt or of gain or loss; 
(5) the presentation of the results of the audit 
in (a) statements, tabulations, graphs, etc., (b)
textual narration and comments, and (c) certi­
fication. Generally, (1) good, clear, concise 
English for the textual presentation of the 
financial facts; (2) basic knowledge of eco­
nomics and finance; (3) common practices 
adopted by the principal classes of industry or 
other businesses in matters of accounts; (4) an 
intelligently inquiring mental attitude about 
business; (5) a critical though impartial point 
of view; (6) discriminating judgment as to the 
relative importance of different matters; and 
(7) professional tact and ethics.”
ACCOUNTANCY AND THE PRESS
Following are brief excerpts from 
articles referring to the American Insti­
tute of Accountants which have ap­
peared in the public press during recent 
months:
Accounting is more a matter of application of 
judgment to fact than one of fact-finding, John
F. Forbes, of San Francisco, Cal., president of 
the American Institute of Accountants, de­
clared last night at a dinner of the Indiana 
Association of Certified Public Accountants in 
the Hotel Lincoln.
"The value of an accountant’s report comes 
of its being the statement of an expert opin­
ion, not of its being a mere presentation of 
statistical information,” he said.
The Star, Indianapolis.
The American Institute of Accountants has 
filed a brief with the senate committee which 
has the national securities exchange bill up for 
consideration. Credit men and those who have 
to do with the financial affairs of larger cor­
porations will be interested in this statement, 
which says:
“We approve the requirement of at least one 
report each year certified by independent public 
accountants. This is in accord with what is 
commonly regarded as good practice.”
Credit and Financial Management
An unfair advantage which government enter­
prises in competition with private industry 
have enjoyed in the past would be removed 
by the passage of the Shannon bill providing 
for cost accounting systems for all executive 
departments of the federal government, The
Journal of Accountancy, official publication of 
the American Institute of Accountants, says edi­
torially in its current issue:
“Certainly every accountant in the country 
would welcome the introduction of accounting 
methods in the government, and business as a 
whole would be greatly benefitted.”
The State, Columbia, S. C.
The American Institute of Accountants has ob­
tained modification of the regulations of the 
Federal Trade Commission in administration 
of the securities law of 1933 to the effect that 
now accountants may certify that financial state­
ments “truly and fairly reflect the application of 
accepted accounting practices to the facts dis­
closed by our investigation.”
Heretofore the commission ruling required 
accountants to certify to the truth of facts 
set forth in balance-sheets and profit-and-loss 
statements filed with registration statements.
T he Commercial West, Minneapolis.
A movement designed to provide investors 
and business men generally with more adequate 
information concerning their holdings or pros­
pective purchases was given great impetus by 
inclusion in the federal securities act of 1933 
of a provision for certification by an independ­
ent public or certified accountant of financial 
statements included in registration statements.
The growth of this movement is reflected in 
the findings of a special committee on the ap­
pointment of auditors of the American Insti­
tute of Accountants, which has been published 
in the B ulletin  of the organization.
The Journal of Commerce, Chicago. 
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NEWS OF LOCAL SOCIETIES
Georgia
A t l a n t a
The Atlanta chapter of the Georgia 
Society of Certified Public Accountants 
met on April 13th to elect officers for the 
coming year. The following were 
elected: E. W. Gottenstrater, chairman; 
T. E. Williams, first vice-chairman; E. F. 
Moore, second vice-chairman; M. V. 
Larned, treasurer, and L. E. Campbell, 
secretary.
Massachusetts
The Massachusetts Society of Certified 
Public Accountants and the Boston chap­
ter of the National Association of Cost 
Accountants met jointly on April 18th 
to hear an address by Andrew Stewart, 
of New York, on “Accounting as a major 
division of corporate management.”
The meeting was opened by Charles 
W. Tucker, president of the Boston 
chapter of the N. A. C. A., who intro­
duced Richard D. Seamans, vice-presi­
dent of the Massachusetts society. Har­
old S. Wonson, of the N. A. C. A., pre­
sided.
North Carolina
C harlotte
Leslie A. Heath was elected chairman 
of the Charlotte Accountants’ Club to 
serve for a term of three months at a 
recent meeting of this organization, 
formed several months ago under the 
auspices of the North Carolina Associa­
tion of Certified Public Accountants.
Other officers elected are George E. 
Dombhart, vice-chairman, and Elton B. 
Taylor, secretary.
At this meeting a proposed certified 
public accountant law, designed by the 
state association to be submitted to the 
legislature next fall, was discussed. A 
draft of this proposed law has been sub­
mitted to the chairman of the committee 
on state legislation of the American In­
stitute of Accountants for his suggestions 
and advice.
New Jersey
Building and loan developments in the 
state of New Jersey were discussed at a 
meeting of the Society of Certified Pub­
lic Accountants of the State of New Jer­
sey at Newark, April 17th.
The principal speakers were James H. 
McNish, deputy commissioner of bank­
ing and insurance; P. Albion Prescott, 
assistant deputy commissioner of bank­
ing and insurance, and George L. Bliss, 
president of the Federal Home-Loan 
Bank of Newark. Discussion of the 
topic was led by Robert H. Gulliver, 
chairman of the building and loan com­
mittee of the society.
Brief talks were made by William H. 
Kelly, commissioner of banking and in­
surance; Louis J. Cohen, assistant attor­
ney-general; Emil Gallman, secretary, 
and Ernest Minier, treasurer, of the New 
Jersey building and loan league.
State Senator John G. Wolber dis­
cussed senate bill 210, relating to the 
licensing of registered municipal ac­
countants, just passed by the New Jersey 
senate.
Henry B. Fernald led a round table 
discussion of pending federal legislation 
of interest to public accountants.
New York
Monetary developments since the 
United States abandoned the gold stand­
ard were discussed by Frank A. Vander­
lip, author of the federal monetary 
authority bill now pending in congress, 
at a meeting of the New York State So­
ciety of Certified Public Accountants on 
April 16th.
The society recently sent to members 
of the United States senate a report of 
its committee on federal taxation recom­
mending that net gains on capital assets 
be subjected to a flat tax of 12½ per 
cent. as under the law in effect since
1921, rather than the tax of from 25 to 
63 per cent. as proposed in the revenue 
bill now pending. The Society had pre­
viously made similar recommendation to 
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the committee on ways and means of 
the house of representatives.
Rhode Island
The annual meeting of the Rhode 
Island Society of Certified Public Ac­
countants was held at Providence on 
April 17th. Ralph C. Jones, professor 
of economics at Yale university, and Ed­
ward P. Tobie, secretary of the state 
board of tax commissioners, made the 
principal addresses.
Professor Jones, who is the author of 
the fifth volume of “Taxation of foreign 
and national enterprises,” prepared un­
der the auspices of the fiscal committee 
of the League of Nations spoke on 
“Double taxation.” Mr. Tobie spoke
on taxation of corporations in Rhode 
Island with particular reference to 
methods of allocation in the avoidance 
of double taxation.
C. Watson Scott was elected president; 
Townes M. Harris, vice-president, and 
William B. M. Miller, secretary and 
treasurer. The foregoing and Spencer
H. Over and Francis E. Welch were 
elected directors. All are of Providence. 
Mr. Over is the retiring president.
The so-called “Lawyers bill,” which 
would have limited representation be­
fore all Rhode Island state and munici­
pal boards, commissions and other 
bodies to members of the bar, was dis­
cussed and a plan for opposing it 
drafted. The bill was subsequently 
killed in committee.
ANNOUNCEMENTS
Hiram E. Decker, of Chicago, has an­
nounced the removal of his office from 
the Rookery to the Board of Trade 
building.
Price, Waterhouse & Co. have an­
nounced the removal of their Pittsburgh 
office to 1239 Gulf building, 439 Seventh 
ave.
Alexander Gassman has announced 
the removal of his office to 1450 Broad­
way, New York.
Announcement has been made of the 
dissolution of the partnership of Hyans, 
Hafer & Stern, as of April 30, 1934. Ed­
ward M. Hyans and Louis A. Stem has 
announced their intention to continue 
practice under the firm name of Hyans, 
Stem & Co., with offices at 1441 Broad­
way, New York.
William C. Rhyne, C. Nicholas 
Priaulx and Harold J. Beairsto, formerly 
practising under the firm name of Cour­
ter & Rhyne, have announced the 
change of the firm name to Rhyne, 
Priaulx & Beairsto and the removal of 
their offices from 30 Church st. to the 
Woolworth building, 233 Broadway, 
New York.
White & Currie have announced the 
removal of their offices from 1809 North­
ern Life Tower to 1120 White building, 
Seattle.
Jasper & Herington, Inc., accountants 
and auditors, have announced the re­
moval of their offices to 110 East 42nd 
st., New York.
Lybrand, Ross Bros. & Montgomery, of 
New York, have announced the removal 
of their offices to 1 East 44th st.
Lewis Wintermute, of Cleveland, 
Ohio, has announced the removal of his 
office to 4500 Euclid av.
Clem W. Collins, of Denver, was re­
cently made a member of the committee 
for the allotment of federal funds to 
rural school districts in Colorado.
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AMERICAN INSTITUTE OF ACCOUNTANTS
Annual Meeting
Arrangements for the annual meet­
ing of the American Institute of Ac­
countants to be held at Chicago, Octo­
ber 15-18, 1934, are proceeding rapidly. 
A tentative draft of the program for the 
business sessions will soon be published. 
It is planned to invite speakers from 
outside the accountancy profession, men 
prominent in governmental and busi­
ness circles, to deliver addresses at the 
general sessions. A suggestion is being 
seriously considered that round-table 
discussions on two or more subjects be 
held in the afternoons of the days of the 
general sessions.
Representatives of foreign societies of 
public accountants are being invited 
and it is expected that they will par­
ticipate in the program. The addresses 
will cover a range of topics, including 
matters of vital importance to every 
professional public accountant, regard­
less of the size of his firm or his geo­
graphical situation.
The committee on meetings reports 
that there is every prospect of an ex­
traordinarily large attendance at the 
meeting. Chicago is almost equally ac­
cessible from the various states in which 
there are large numbers of certified pub­
lic accountants. An invitation is being 
extended to all members of state socie­
ties to attend the meeting, whether they 
are members of the Institute or not, 
and the great progress which has been 
made by accountancy in the past few 
years is expected to stimulate interest 
in the important discussions planned 
for the Institute’s meeting.
The committee on meetings has ar­
ranged the program so that Wednesday, 
October 17th, will be wholly devoted
to recreation and entertainment. Tues- 
day and Thursday, October 16th and 
18th, will be devoted almost entirely to 
business and technical discussions. It 
is believed that this plan will avoid con­
flict between the business and social fea­
tures of the program.
Competition between teams repre­
senting state societies and chapters of 
the Institute for possession of the Mis­
souri golf trophy, now in the hands of 
the New York State Society of Certified 
Public Accountants, will take place on 
October 17th.
The first tournament for possession of 
the recently donated Missouri tennis 
trophy will also take place on that day. 
Rules governing the tennis tournament 
will be announced in the near future.
The Century of Progress Exposition 
is expected to attract many of the vis­
itors who do not care to participate in 
sports events.
Extremely reasonable hotel rates and 
railroad fares to Chicago are available. 
Details were published in the Bulletin  
for May 15th.
The committee on meetings, in co­
operation with the Illinois Society of 
Certified Public Accountants, is laying 
elaborate plans for entertainment of 
those in attendance at the meeting and 
the social features of the program are 
expected to be noteworthy.
Northern Ohio Chapter
The Northern Ohio chapter of the 
American Institute of Accountants held 
its regular spring meeting on May 21st 
at the Chamber of Commerce club of 
Cleveland. Members of the Cleveland 
chapter of the Ohio Society of Certified 
Public Accountants attended as guests.
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H. Brooks Davies, a member of the 
Institute  chapter, presented a paper 
dealing with “Some accounting aspects 
of the federal securities exchange act.”
F. W. Jackson, an officer of the Ameri­
can Appraisal Co., discussed “The new 
depreciation regulations—T. D. 4422” 
and their probable effect on accounting 
procedure. His address was followed 
by discussion of the subject in open fo­
rum.
Examination Results
The Institute’s examiners have graded 
the papers of 400 candidates who sat 
for the examinations on May 17th and 
18th in states cooperating with the In­
stitute. The results as reported to the 
cooperating state boards on June 15th 
showed that 21 per cent. of the candi­
dates passed, 19 per cent. were condi­
tioned in one subject and 60 per cent. 
failed. These results compare favorably 
with those of the November sessions, in 
which 14 per cent. of the candidates 
passed, 18 per cent. were conditioned 
and 68 per cent. failed.
Altogether candidates sat for the In­
stitute’s examinations in 24 cooper­
ating states which held sessions this 
spring. Four states and one territory 
accepted the modified plan of cooper­
ation offered by the board of examin­
ers in March, under which the Institute’s 
examination questions are adopted by 
the state boards concerned, but the can­
didates’ papers are not forwarded to the 
Institute’s board for grading. Under 
the new plan a nominal charge, based 
on the number of candidates, is made 
for the use of the examinations. The 
boards adopting the new plan agree to 
submit to the Institute for review the 
papers of any candidate who later ap­
plies for admission to the Institute.
Local Subcommittees on Develop­
ment o f the Institute
Under authority of the president the 
chairman of the special committee on 
development of the Institute, Edward E. 
Gore, has authorized the 70 members 
of his committee resident in various 
parts of the country to appoint local 
subcommittees to assist them in their 
work. In his letter to committee mem­
bers, Mr. Gore said:
“After creation of the subcommittee it is sug­
gested that an informal meeting be held for dis­
cussion of ways and means in which the interests 
of the Institute and the profession may be fur­
thered in the vicinity. Perhaps in this way 
thoughts may be advanced as to how the Insti­
tute and the state society could cooperate to 
advantage in certain matters; how information 
about the Institute’s work could be disseminated 
among those who are not members and how cer­
tified public accountants who are desirable and 
eligible for admission to the Institute may best 
be encouraged to apply.”
In accordance with this suggestion 
seven local subcommittees have already 
been appointed. In each case the resi­
dent member of the special committee 
on development of the Institute will 
act as chairman of the subcommittee.
The personnel of subcommittees al­
ready appointed is as follows:
Charles F. Coates, chairman, Hartford, Conn.
Frederick C. Keller, Jr., Bridgeport, Conn.
Walter I. Smith, Stamford, Conn.
Leonard M. Troub, Hartford, Conn.
William Z. White, New London, Conn.
Robert Hall Crook, chairman, Meridian, Miss.
Roy C. Brown, Meridian, Miss.
Dick D. Quin, Jackson, Miss.
J. H. Gilby, chairman, Chicago, Ill.
Clyde C. Hale, Chicago, Ill.
Alexander Johnson, Chicago, Ill.
Walter M. LeClear, Chicago, Ill.
Russell H. Morrison, Chicago, Ill.
M. E. J. Papke, Chicago, Ill.
Paul W. Pettengill, Chicago, Ill.
M. J. Schmaus, Chicago, Ill.
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J. R. Nelson, chairman, Dallas, Texas
J. E. Hutchinson, Sr., Dallas, Texas
Leslie Croft Nye, Dallas, Texas
Joseph J. Skinner, Dallas, Texas
August J. Saxer, chairman, St. Louis, Mo.
P. W. Murdock, St. Louis, Mo.
A. C. Woods, St. Louis, Mo.
William R. Tolleth, chairman, Norfolk, Va.
Frederick B. Hill, Norfolk, Va.
W. P. Hilton, Norfolk, Va.
J. A. D. Parrish, Norfolk, Va.
R. J. Walker, Norfolk, Va.
Ernest E. Wooden, chairman, Baltimore, Md.
Herbert L. Langrall, Baltimore, Md.
Walter Lyon Schaffer, Baltimore, Md.
Henry Edward Spamer, Baltimore, Md.
Edward J. Stegman, Baltimore, Md.
Natural Business Year
Members and associates of the Amer­
ican Institute of Accountants are again 
urged by the committee on the natural 
business year to use what influence they 
may command in  promoting the wider 
adoption by business men of account­
ing periods that conform to the natural 
cycles of their operations.
It has been suggested that members 
present to each of their clients the ad­
vantages that would accrue to him 
through the adoption of a natural busi­
ness year. The benefits to accountant 
and client are undisputed by those who 
are familiar with the problem and have 
been set forth many times in the Bulle­
tin. It is believed that the force of cus­
tom is the greatest obstacle to the gen­
eral adoption of natural fiscal periods 
and that this may be overcome through 
persistent suggestion of the advantages 
of the change.
Bankers and credit men who have 
been approached indicate that they are 
in accord with the views of accountants 
on the matter. If members, acting in­
dividually or in cooperation with oth­
ers, should place information on the
subject before the proper officers of 
banks and credit agencies in their lo­
calities, it is thought that much may 
be accomplished.
Now that the accounting provisions 
of codes under the N. I. R. A. are re­
ceiving attention, the committee be­
lieves that the time may be advan­
tageous for accountants engaged in 
work for the code authorities to sug­
gest the benefits that would arise from 
the adoption of a uniform business year 
by all members of a particular indus­
try.
Members are also requested to send 
to the committee what information they 
have on the natural periods of indus­
tries and especially to inform the com­
mittee of instances of change from a 
calendar year to a natural year basis.
Cooperation With Investment Bankers
Steps toward further cooperation be­
tween the committee on industrial se­
curities of the Investment Bankers As­
sociation of America and the Institute’s 
special committee on cooperation with 
investment bankers were taken at the 
annual spring meeting of the bankers’ 
association at White Sulphur Springs, 
Virginia, May 19 to 22.
The meeting was attended by Freder­
ick H. Hurdman, chairman of the In­
stitute’s committee. Mr. Hurdman, in 
conference with the committee of the
I. B. A., suggested a supplementary re­
port in elaboration of the accounting 
provisions of the code of fair competi­
tion for investment bankers, to clarify 
the application of these provisions to 
the reports of industrial corporations. 
The suggestion was endorsed by the 
bankers’ committee in its report to the 
board of governors. An early meeting 
between the two committees is planned.
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Walter L. Boyden
Walter L. Boyden, of Boston, a char­
ter member of the American Institute of 
Accountants and senior member of Boy­
den, Yardley & Guay, died on May 19, 
1934, at Beverly, Massachusetts. Mr. 
Boyden was a certified public account­
ant of Massachusetts and New York. 
He recently formed the firm affiliation 
which he had at the time of his death. 
He was 68 years of age.
Percival L. Williams
Percival L. Williams, an associate of 
the Institute since 1924, and a member 
of the staff of Angus Steven & Co., Chi­
cago, died on May 7th. Mr. Williams 
was a certified public accountant of Il­
linois.
Samuel S. Weil
Samuel S. Weil, of Milwaukee, a char­
ter member of the Institute and an in­
dividual practitioner, died May 28th at 
the age of 81. Mr. Weil was a certified 
public accountant of Wisconsin.
One Hundred Per Cent. Institute 
Membership in Utah
In submitting applications for ad­
mission to the Institute of three certi­
fied public accountants of Utah, Mr. 
Lincoln G. Kelly of Salt Lake City, 
member of the special committee on 
development of the Institute, announced 
that all eligible accountants in the state 
are now members or associates of the 
Institute or have made application for 
admission.
Utah is the second state in which 
every accountant eligible for admission 
to the Institute has applied for mem­
bership. The state of Arkansas was 
the first to obtain this distinction.
Change in Membership Certificates
The executive committee has resolved 
that henceforth the certificates of mem­
bers who have been advanced from as- 
sociateship to membership in the Insti­
tute shall show both the date of origi­
nal admission to associateship and the 
date of advancement. It has also been 
resolved that listings in the year-book 
shall indicate both dates in such cases.
In the past it has been the custom to 
cancel the certificate of an associate who 
had been advanced to membership and 
to show on his new membership certifi­
cate only the date of admission  as a 
member.
Members advanced from associateship 
in the past, whose certificates now show 
only the date of advancement, may re­
ceive new certificates indicating the date 
of original admission as well. A nomi­
nal charge for engrossing will be made 
in such cases, but the outstanding cer­
tificate must be surrendered before a 
new one may be issued.
State Boards of Accountancy
A l a b a m a
Robert E. Troy, of Montgomery, Ala­
bama, has been appointed to the Ala­
bama state board of public account­
ancy to succeed Leslie J. Richard upon 
the expiration of his term.
P e n n s y l v a n ia
The Pennsylvania state board for the 
examination of public accountants has 
recently published a revision of the 
rules and regulations under which it 
operates and declared these revised rules 
effective as of June 1, 1934. The new 
rules are largely a restatement of the 
old and the addition of the following:
“Rule 9. W ritten complaint against a Penn­
sylvania certificate holder, when lodged with
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the board by any responsible complainant, will 
be given due consideration and a formal hear­
ing granted to the alleged offender, as provided 
by law; provided however, that in advance of 
such a hearing the alleged offender may be 
given a preliminary hearing by the board to 
determine the status and merits of the com­
plaint, after which a date may be set for a for­
mal hearing. T h e powers vested by law in the 
board include the recommendation for revoca­
tion or suspension of a certificate for sufficient 
cause.”
Accountancy Twenty-five 
Y ears A go
G o v e r n m e n t  R e g u l a t i o n
“A great evolution has come about in 
our industrial constitution. We are no 
longer living in the simple individual­
istic age of our forefathers. Industry 
has become tremendously specialized. 
. . . Furthermore, society, because of 
this extensive specialization and intri­
cacy, has become separated into groups, 
or rather strata, and these strata have 
become largely dependent upon one 
another and upon the great industrial 
and commercial institutions which have 
grown up.
“This state of affairs demands that so­
ciety in general, represented in the gov­
ernment, exercise a certain amount of 
supervisory control over the various 
strata in society and over the different 
industrial and commercial institutions. 
This, then, is the basis of the demand 
for public regulation of industrial and 
commercial institutions. . . .
“While the state governmental super­
vision over accounting methods has not, 
perhaps, reached the extent of develop­
ment that some other lines of super­
vision have reached; yet the general in­
crease in state activity is easily seen, 
especially in the actions taken in our 
legislatures during the last few years.” 
The Journal of Accountancy, June, 1909.
Revenue Act o f 1934
C o n s o l i d a t e d  R e t u r n s
The Institute’s committee on federal 
legislation upon request has submitted 
the following summary of its activities 
with relation to the federal revenue act 
of 1934:
A brief was filed with the ways and 
means committee of the house of repre­
sentatives opposing certain recommen­
dations made by the subcommittee of 
the ways and means committee (see Bul­
letin, January 11, 1934). A vigorous 
effort was made to prevent elimination 
of the privilege of filing consolidated 
returns by affiliated groups of corpora­
tions, and the house bill permitted the 
filing of consolidated returns although 
the law as finally enacted denies this 
privilege.
The treasury department also op­
posed the abolition of consolidated re­
turns, largely on the ground that the 
practice simplified administration of the 
law, since it conformed to established 
business procedure. There is consider­
able speculation as to whether the de­
nial of the privilege of filing consoli­
dated returns will be permanent or 
whether this feature of the revenue act 
of 1934 will be changed within the next 
year or so. It is true that a great deal 
of additional work will be imposed 
upon taxpayers and the bureau by rea­
son of the change, but it is likewise true 
that after the bureau of internal rev­
enue has been organized to audit the 
returns and determine the tax liability 
of taxpayers on a separate-return basis 
confusion would again exist if consoli­
dated returns should be permitted in a 
later year. Again, the elimination of 
consolidated returns will probably in­
crease the tax revenues of the govern­
ment and this feature alone may prevent
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for some time the return of the right to 
file consolidated returns.
D e p r e c ia t io n  a n d  D e p l e t io n
The subcommittee of the ways and 
means committee of the house recom­
mended a limitation of the deprecia­
tion and depletion deductions to 75 per 
cent. of the depreciation and depletion 
actually incurred. The Institute’s com­
mittee supported the treasury depart­
ment in opposition to this recommenda­
tion. Apparently it was the intention 
of the subcommittee to eliminate 25 
per cent. of the deduction on account 
of depreciation and depletion for a 
period of three years, although it was 
not clear what adjustment would be 
made in respect to the elimination and 
the determination of gain or loss result­
ing from the sale or other disposition 
of depreciable property.
The secretary of the treasury ad­
dressed a letter to the chairman of the 
ways and means committee urging that 
the matter of depreciation and depletion 
be adjusted by administrative means 
rather than by legislative action. As a 
result the house bill did not contain the 
limitation in respect to depreciation 
and depletion, and the revenue act of 
1934 was passed without any limitation. 
However, because of the recommenda­
tion of the subcommittee, the opposi­
tion of the treasury department and the 
discussion which resulted on deprecia­
tion and depletion allowances, treasury 
decision 4422 (amending article 205, 
regulation 77) and mimeograph 4170, 
dated April 4, 1934, have been issued, 
One of the principal purposes of T. D. 
4422 is to place upon the taxpayer the 
burden of the proof of the correctness 
of depreciation deductions and to 
require that all schedules shall be pre­
pared by the taxpayer and not by a 
revenue agent.
It is apparent that the recommenda­
tion made by the subcommittee of the 
ways and means committee is quite dif­
ferent from the policy which has been 
adopted by the treasury department in 
respect to depreciation. The subcom­
mittee apparently intended actually to 
eliminate 25 per cent. of the deduction 
for the current year from the cost of the 
property, whereas the policy of the 
bureau is merely to extend the lifetime 
of the property.
The provisions of the 1932 act have 
not been changed, and the taxpayer is 
entitled in any year to a reasonable al­
lowance on account of depreciation, 
including obsolescence. Taxpayers have 
the right to petition the United States 
board of tax appeals or the courts to 
determine what is a reasonable deduc­
tion on account of depreciation. The 
committee of the Institute has not made 
any recommendations whatever to the 
treasury department or the bureau of 
internal revenue in respect to deprecia­
tion and depletion, as in the opinion of 
the committee the new policy is not 
inherently unfair and is not contrary to 
the general theory of the law.
O t h e r  P r o v isio n s
The Institute’s committee consis­
tently recommended the allowance of 
an earned-income credit, and the rev­
enue act of 1934 provides for such a 
credit. T he Institute’s committee is not 
and has not been in favor of publicity 
in respect to taxable income. T he 
revenue act of 1934 requires that a state­
ment in respect to total gross income, 
total deductions, net income, total 
credits and tax payable be submitted 
and be available for public examina­
tion. The Institute’s committee also
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opposed the elimination of the reor­
ganization provisions of the law, and 
the revenue act of 1934 contains sub­
stantially the same provisions in respect 
to reorganizations as those in prior acts.
The Institute’s committee has at no 
time taken any position on proposed 
tax rates, as it has been believed that 
the determination of tax rates is not a 
matter on which the advice of the In­
stitute would be proper or welcome. 
Generally, the committee has confined 
its recommendations to provisions of 
law affecting the interests of account­
ants as a class, or to features of law on 
which accountants, because of their 
training, are particularly well qualified 
to speak.
Federal Securities Exchange Act 
of 1934
The federal securities exchange act 
of 1934, as passed by the senate and 
house of representatives on June 1st 
after substantial amendment to recon­
cile the drafts proposed by the two 
houses of congress, retains the provisions 
requiring periodic financial statements 
of listed corporations and empowering 
a securities and exchange commission 
to regulate the accounting methods em­
ployed in the preparation of these 
reports. Appended to the act is a sec­
ond title amending certain provisions 
of the federal securities act of 1933.
No new material is included in the 
clauses prescribing the accounting re­
quirements for registration of securities 
or those providing for periodic and other 
reports. The provisions under these 
headings included in the measure en­
acted were extracted from one or the 
other of the two drafts considered by 
the conference committee of house and 
senate and reported in the Bulletin for
May. The paragraphs directly affecting 
accounting are quoted:
R e g ist r a t io n  R e q u ir e m e n t s  f o r  Se c u r it ie s  
Section 12. (b) A security may be registered 
on a national securities exchange by the issuer 
filing an application with the exchange (and 
filing with the commission such duplicate origi­
nals thereof as the commission may require), 
which application shall contain—
(1) (I) balance-sheets for not more than the 
three preceding fiscal years, certified if required 
by the rules and regulations of the commission 
by independent public accountants;
(J) profit-and-loss statements for not more 
than the three preceding fiscal years, certified if 
required by the rules and regulations of the 
commission by independent public accountants; 
and
(K) any further financial statements which the 
commission may deem necessary or appropriate 
for the protection of investors.
(c) If in the judgment of the commission any 
information required under subsection (b) is 
inapplicable to any specified class or classes of 
issuers, the commission shall require in lieu 
thereof the submission of such other information 
of comparable character as it may deem applic­
able to such class of issuers.
P er io d ic a l  an d  O t h e r  R epo r ts
Section 13. (a) Every issuer of a security 
registered on a national securities exchange shall 
file the information, documents, and reports 
below specified with the exchange (and shall file 
with the commission such duplicate originals 
thereof as the commission may require), in ac­
cordance with such rules and regulations as the 
commission may prescribe as necessary or appro­
priate for the proper protection of investors and 
to insure fair dealing in the security—
(1) Such information and documents as the 
commission may require to keep reasonably cur­
rent the information and documents filed pur­
suant to Section 12.
(2) Such annual reports, certified if required 
by the rules and regulations of the commission 
by independent public accountants, and such 
quarterly reports, as the commission may pre­
scribe.
(b) The commission may prescribe, in regard 
to reports made pursuant to this title, the form 
or forms in which the required information 
shall be set forth, the items or details to be 
shown in the balance-sheet and the earning
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statement, and the methods to be followed in 
the preparation of reports, in the appraisal or 
valuation of assets and liabilities, in the deter­
mination of depreciation and depletion, in the 
differentiation of recurring and non-recurring 
income, in the differentiation of investment and 
operating income, and in the preparation, where 
the commission deems it necessary or desirable, 
of separate and/or consolidated balance-sheets 
or income accounts of any person directly or 
indirectly controlling or controlled by the issuer, 
or any person under direct or indirect common 
control with the issuer; but in the case of the 
reports of any person whose methods of account­
ing are prescribed under the provisions of any 
law of the United States, or any rule or regula­
tion thereunder, the rules and regulations of the 
commission with respect to reports shall not be 
inconsistent with the requirements imposed by 
such law or rule or regulation in respect of the 
same subject matter, and, in the case of carriers 
subject to the provisions of Section 20 of the 
interstate commerce act, as amended, or carriers 
required pursuant to any other act of congress 
to make reports of the same general character as 
those required under such Section 20, shall per­
mit such carriers to file with the commission and 
the exchange duplicate copies of the reports and 
other documents filed with the interstate com­
merce commission, or with the governmental 
authority administering such other act of con­
gress, in lieu of the reports, information and 
documents required under this section and Sec­
tion 12 in respect of the same subject matter.
(c) If in the judgment of the commission any 
report required under subsection (a) is inapplic­
able to any specified class or classes of issuers, 
the commission shall require in lieu thereof the 
submission of such reports of comparable char­
acter as it may deem applicable to such class 
or classes of issuers.
Securities exchanges and their mem­
bers, and other brokers and dealers are 
required by Sec. 17 to keep such ac­
counts, books and other records—and 
to make such reports—as the commis­
sion may by its rules and regulations 
prescribe as necessary or appropriate in 
the public interest or for the protection 
of investors. These records are subject 
to periodic or special examination by 
representatives of the commission.
The provision fixing liability for mis­
leading statements included in the bill 
as enacted is substantially that recom­
mended by the senate committee on 
banking and currency, with the excep­
tion that the time limit within which 
suit must be brought is considerably 
shortened. This section follows:
L ia b il it y  for  M isleading Statem en ts
Section 18. (a) Any person who shall make or 
cause to be made any statement in any applica­
tion, report, or document filed pursuant to this 
title or any rule or regulation thereunder, which 
statement was at the time and in the light of the 
circumstances under which it was made false or 
misleading with respect to any material fact, 
shall be liable to any person (not knowing that 
such statement was false or misleading) who, in 
reliance upon such statement, shall have pur­
chased or sold a security at a price which was 
affected by such statement, for damages caused 
by such reliance, unless the person sued shall 
prove that he acted in good faith and had no 
knowledge that such statement was false or mis­
leading. A person seeking to enforce such lia­
bility may sue at law or in equity in any court 
of competent jurisdiction. In any such suit the 
court may, in its discretion, require an under­
taking for the payment of the costs of such suit, 
and assess reasonable costs, including reasonable 
attorney’s fees, against either party litigant.
(b) Every person who becomes liable to make 
payment under this section may recover con­
tribution as in cases of contract from any person 
who, if joined in the original suit, would have 
been liable to make the same payment.
(c) No action shall be maintained to enforce 
any liability created under this section unless 
brought within one year after the discovery of 
the facts constituting the cause of action and 
within three years after such cause of action 
accrued.
Sec. 24 of the act restricts the right of 
the commission to make public infor­
mation which would reveal trade se­
crets or processes. It requires that any 
person filing such information may 
make written objection to its public 
disclosure and that in such case the 
commission may make the information
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public only when in its judgment it is 
in the public interest to do so.
Sec. 26 provides that no act of the 
commission or failure to act in the ad­
ministration of the measure with regard 
to any statement or report shall be 
deemed a finding that the statement or 
report is true and accurate on its face 
or that it is not false or misleading.
Amendments to Federal Securities 
Act o f 1933
Title 2 of the federal securities ex­
change act of 1934 is an amendment of 
the federal securites act of 1933, the 
effect of which on the existing statute 
was reported in the May issue of the 
B ulletin.
An additional paragraph, incorpo­
rated in the amendatory bill subsequent 
to its original publication, and not 
heretofore reported in the B ulletin , 
would require that persons suing for 
damages caused by false or misleading 
statements in registration statements 
prove reliance on such statements if they 
had acquired the securities after publica­
tion by the issuer of an earnings state­
ment covering a period of at least 
twelve months beginning after the ef­
fective date of the registration state­
ment. This paragraph is as follows:
Section 206 (a). Section 11 (a) of such act is 
amended by adding after the last line thereof the 
following new sentence: “If such person acquired 
the security after the issuer has made generally 
available to its security holders an earning state­
ment covering a period of at least twelve months 
beginning after the effective date of the registra­
tion statement, then the right of recovery under 
this subsection shall be conditioned on proof 
that such person acquired the security relying 
upon such untrue statement in the registration 
statement or relying upon the registration state­
ment and not knowing of such omission, but 
such reliance may be established without proof 
of the reading of the registration statement by 
such persons.”
Concerning this section, Senator 
Byrnes, a member of the conference 
committee which recommended the bill 
to the senate for enactment, made pub­
lic the following statement:
“Under the existing law, the plaintiff is not 
required to allege or prove that in purchasing 
the securities he relied upon the statement which 
was afterward found to be false. The new law 
will modify these requirements. It provides that 
the plaintiff will not have to allege or prove 
reliance until the corporation has made avail­
able to security holders an earning statement for 
at least twelve months subsequent to the filing 
of the registration statement. After such a state­
ment is made available, the plaintiff will be 
required to allege and prove that he relied upon 
the false statement.
“There is justification for the provision that 
reliance be not required until a twelve-months 
earning statement is made public. When an 
issue of securities is proposed a banking house 
will investigate the financial statement of the 
corporation. Based upon the statements con­
tained in the registration statement of the cor­
poration, a banking house will offer the securi­
ties at a certain price. Therefore, the market 
value is fixed by the false statement of the 
corporation. The individual investor relies upon 
the investigation made by the banker.
“It is fair to assume that this situation con­
tinues until such time as the corporation makes 
available a statement showing its earnings for 
twelve months. Then, the market value is influ­
enced by the statement of actual earnings and 
not by the statements contained in the registra­
tion statement, which deceived the underwriter 
or banker and the investor.
“It is entirely different from trading in stocks 
upon the exchanges, where those who trade have 
access to statements of earnings constantly filed 
and published.”
Local government officers have been presented 
with a recommendation from the American 
Institute of Accountants, urging the need of 
independent audits of municipalities. A special 
committee of the national association has pre­
pared a study showing the advantages of regu­
lar independent audit as a safeguard both to 
the tax payers and to incumbent municipal 
finance officers.
The Tim es, Los Angeles.
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Cost of Production and Codes Under 
the N. R. A.
T he national recovery adm inistration 
announced on June 7th that it had 
abandoned all attempts to fix minim um  
selling prices except in a time of emer­
gency, when the adm inistrator may take 
appropriate action for the duration  of 
the emergency. T his means that no fu­
ture codes will contain a “selling-below- 
cost” provision and all codes now in 
force will be amended, where agreement 
can be reached with the code authori­
ties.
T h is action is the result of months of 
study by the planning and research di­
vision of the N. R. A., in which they 
have been aided by accountants and 
others interested in the problem. T he 
conclusion reached is in accord with the 
views of many who have felt that fixing 
m inim um  selling prices under norm al 
conditions is neither legal nor practi­
cable, nor economically wise.
U nder the new ruling, “wilfully de­
structive price-cutting” is declared to be 
an unfair m ethod of competition and is 
forbidden a t any time. Provision is 
made for com plaint and redress in  in ­
stances where a member of an industry 
is in jured by such practice on the part 
of a competitor. N o m inim um  prices 
are to be fixed, however, except in the 
event of an “emergency.” W hen an 
emergency is declared by the adminis­
trator to exist, sales below a stated m in­
imum, determ ined by an im partial 
agency of the code authority, may be 
forbidden.
A ppended to the m em orandum  was 
the following model code provision and 
recom m endation to the code authorities:
“N. R. A. will encourage proper cost 
finding and accounting provisions in  
codes. W hen such provisions are incor­
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porated they should substantially con­
form to the following:
“Sec.—Cost Finding: T h e  code author­
ity shall cause to be formulated methods 
of cost finding and accounting capable 
of use by all members of the industry, 
and shall submit such methods to the 
adm inistrator for review. If approved 
by the adm inistrator, full inform ation 
concerning such methods shall be made 
available to all members of the indus­
try. Thereafter, each member of the in ­
dustry shall utilize such methods to the 
extent found practicable. N othing here­
in contained shall be construed to per­
m it the code authority, any agent there­
of, or any member of the industry to 
suggest uniform  additions, percentages 
or differentials or other uniform  items 
of cost which are designed to bring  
about arbitrary uniform ity of costs or 
prices.”
T h e  N. R . A. policy favors properly 
drawn open-price provisions in  codes 
where desired by the industry. In  such 
codes it  would be required that prices, 
discounts, rebates, allowances and terms 
and conditions of sale be filed w ith a 
confidential disinterested agency of the 
code authority or w ith an agency to be 
designated by the N. R . A., and that no 
m em ber of an industry shall sell or 
attem pt to  sell except on such filed 
terms and conditions. No higher price 
may be filed w ithin forty-eight hours.
T h e  B ulletin  has from time to time, 
as the developments occurred, reported 
to the members of the Institute the sig­
nificant events that threw light on their 
function as professional men in the ap­
plication of accounting requirem ents of 
codes to industry. These developments 
are here summarized.
Only a few codes contained provisions 
for uniform  m inim um  prices covering 
an entire industry. Among these few
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were the natural resource industries, 
such as the lumber and timber, the pe­
troleum, the bituminous coal and the 
salt-producing industries. Some of these 
provisions had been temporarily sus­
pended. The prohibition of sales be­
low cost, however, was contained in 
practically all codes approved, the most 
common practice being the prohibition 
of sales below the individual cost of 
each producer as determined under 
stated rules.
The definition of cost varied consid­
erably and was one of the most perplex­
ing problems faced by the administra­
tors of the codes and the accountants 
attempting to satisfy their requirements. 
In  the case of the builders’ supplies 
codes, the term was defined simply as 
“the actual cost of the merchandise, 
plus every element of expense involved 
in completing the sale and delivery of 
merchandise to the customer.” Other 
codes attempted to itemize the factors 
that should enter into any determina­
tion of cost. The question arose 
whether a proper interpretation of the 
term would be “cost to produce” or 
“over-all cost,” and was never definitely 
answered.
Many codes definitely provided that 
the members of the industry were to use 
an accounting system to be recom­
mended by the code authority or its 
agency or a system adopted by a trade 
association. No particular system or 
method of cost finding which might be 
applied uniformly was recommended 
by the recovery administration.
The suggestion was made last fall by 
Arthur D. Whiteside, then deputy ad­
ministrator of the N. R. A., that some 
body of accountants should define 
“cost,” so that the N. R. A. could make 
proper provision in the codes covering 
this question. Some accountants felt
that it would not be advisable to ad­
vance a generic definition of “cost,” and 
that any definition adopted should be 
sufficiently flexible to allow for adapta­
tion to the peculiar conditions of each 
industry. On these grounds, the Insti­
tute’s subcommittee on the N. R. A. 
reached the conclusion that it should not 
recommend a definition. It offered, 
however, to assist the administration in 
drafting principles which should be fol­
lowed by the code authorities in deter­
mining definitions for their own use. 
Recommendations of this kind were 
made to the administration by individ­
ual accountants.
A committee of the National Associa­
tion of Cost Accountants, reporting on 
its study of the problem, offered a uni­
form cost-finding system that could be 
coordinated with general ledger ac­
counting, but recommended that the 
determination of a cost formula be left 
to the authorities of particular indus­
tries. Later this organization formu­
lated a model clause for codes which 
would have provided that “it will be 
an unfair method of competition for 
anyone coming under the provisions of 
this code to sell or exchange products 
or services at a price or upon such terms 
and conditions as will result in the 
customer paying less than the fair and 
reasonable cost, as determined on the 
basis of a system of cost accounting to 
be formulated by the code authority.”
A definition of cost, including, in ad­
dition to all elements that enter into 
production, all expenses of selling, dis­
tributing and delivering the merchan­
dise, was also offered.
Meanwhile recommendations were 
coming from sources both within and 
without the administration that the N. 
R. A. change its policy of prohibiting 
sales below a fixed minimum price. The
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consumers’ advisory board and the price 
policy committee of the N. R. A. both 
recommended relaxing these restric­
tions. T he former body offered formal 
recommendations to the recovery ad­
m inistrator in  a report dated March 4th, 
stating that code provisions relating 
to open-price systems, cost provisions, 
and cost accounting systems and spe­
cific code authorization of price-fixing 
should be critically re-examined with a 
view to amendment. T he  division of 
research and planning of the N. R. A. 
was revived and undertook the study 
of those provisions as its principal en­
terprise.
Shortly thereafter, in  an attem pt to 
bring some degree of uniform ity to the 
requirem ents of different codes, the ad­
m inistration subm itted a model provi­
sion to the code authorities for their 
review and criticism. No definite action 
resulted.
More recently the advice of profes­
sional accountants was again sought in  
the form ulation of a uniform  cost pro­
vision to replace those incorporated in 
codes approved thus far. T his provi­
sion was intended to prohibit sales be­
low cost only when an emergency was 
declared to exist and is substantially the 
same as that given formal approval by 
the office m em orandum  issued by the 
N. R. A. on June 7th.
Clifford S. Brison, of Bronxville, N. 
Y., has been appointed to the legislative 
committee of the Federal Grand Jury 
Association for the southern district of 
New York.
E. I. Fjeld, of New York, spoke a t a 
seminar in  accounting a t Columbia un i­
versity recently on “T h e  analysis of pub­
lished balance-sheets.”
Municipal Audit Procedure
T he National Committee on M unici­
pal Accounting, on which the Institute 
is represented by the chairm an of its 
special committee on governmental ac­
counting, has announced publication of 
a tentative outline of “A Suggested Pro­
cedure for a Detailed M unicipal A udit.” 
T h e  m aterial presented therein is of­
fered as a guide to m unicipal officers 
and public accountants in  connection 
with the audit of municipal govern­
ments and other public bodies.
Its introduction states:
“T he  committee realizes that the pro­
cedure suggested here covers a m unici­
pal audit in much greater detail per­
haps than will be necessary or desirable 
in many cases. T h e  extent to which this 
procedure should be followed will de­
pend  upon the purpose, nature and 
scope of the audit or investigation to 
be made, the size of the m unicipality 
and the scope of its activities, and 
whether the accounting records used 
perm it an adequate internal audit and 
the proper test checks. In  any case, the 
auditing procedure followed should con­
form closely to the principles expressed 
in this outline.
“I t is recommended that in engaging 
auditing services, prim ary consideration 
be given to the qualifications of the au­
ditor to perform a m unicipal audit, 
preference being given to certified pub­
lic accountants. T h e  committee fur­
ther wishes to register its disapproval 
of awarding audit contracts on a com­
petitive basis.
“T h e  mere fact that an  accounting 
firm may do the bookkeeping for a m u­
nicipality does not mean that they audit 
the books. Bookkeeping work can only 
be construed as such and is not an audit 
in  any sense of the word.
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“T here should be a clear understand­
ing between a m unicipality and its au­
ditors before the latter begin their 
work. Failure to come to m utual 
agreements on im portant points may re­
sult in the term ination of the audit be­
fore it is complete or may cause finan­
cial loss to the auditor. Some of the 
considerations are discussed in section 
A.
“Section B of the auditing procedure 
suggests the scope of a detailed audit 
and the work to be done in connection 
with the verification of each item.
“T h e  contents of the audit report is 
outlined in section C. Forms of the re­
port schedules will be compiled and pre­
sented in  later bulletins, together with 
suggested standard account classifica­
tions and terminology. . . .
“T h e  committee will welcome any 
constructive suggestions for municipal 
officers, accountants or interested citi­
zens.”
Municipal Accounting Legislation
A bill passed by the legislature of 
South Carolina at its last regular ses­
sion and approved by the governor pro­
vides for annual audit of the books and 
records of county offices in  M arlboro 
and Bamberg counties. Because of the 
current discussion of competitive bid­
ding for m unicipal audit engagements, 
this act is held by accountants to be of 
particular interest and importance. 
T he text follows:
Be it enacted by the general Assembly of the 
State of South Carolina:
Section 1. There is hereby constituted and 
established the county audit board of Marlboro 
county and of Bamberg county, to consist of the 
state senator, the members of the house of rep ­
resentatives and the foreman of the grand jury, 
whose duty it shall be to have made not later 
than September 1st of each year a complete audit
of the books, records and reports of all county 
offices and county officials of the counties of 
Marlboro and Bamberg.
Section 2. T he said board shall annually 
select a reputable and competent auditor, and 
shall employ him to thoroughly audit the books, 
the records and the reports of the county offices 
and officials of Marlboro and Bamberg counties. 
He shall make his report to the aforesaid board, 
which shall file one copy with the secretary of 
the legislative delegation, one copy with the 
clerk of the county board of highway commis­
sioners and one copy with the clerk of court of 
common pleas.
Section 3. T he cost of said audit shall be 
paid by funds appropriated for tha t purpose, 
and in case no appropriation is made, the county 
treasurer is hereby authorized and directed to 
pay the same from any other funds in his hands 
not otherwise appropriated.
Section 4. In  the selection of the auditor, the 
aforesaid county audit board of the respective 
counties is directed to let the contract to the 
lowest responsible bidder, reserving the right to 
the board, however, to reject any or all bids, and 
to take into consideration the reputation of the 
auditor and the character of the work demanded.
Section 5. Each annual audit report is hereby 
declared to be part of the public records of 
M arlboro and Bamberg county, and subject to 
publication in any county newspaper.
Section 6. This act shall take effect upon its 
approval by the governor.
Balance-Sheet of City of New York
A balance-sheet showing the financial 
condition of the city of New York has 
recently been issued for the first time. 
T his document has caused much favor­
able comment among accountants. A t­
tention has been called to the fact that 
the statem ent is in  accord with princi­
ples which have received the approval 
of the N ational Committee on M unici­
pal Accounting, on which the Institu te  
is represented. Assets and liabilities, as 
presented in the balance-sheet, are seg­
regated by funds and balanced groups 
of accounts are presented for each of the  
several funds.
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Accounting Methods o f Oil 
Companies
The stock list committee of the New 
York stock exchange has made public 
the results of a survey of accounting 
practices of oil companies with a view 
to promoting the adoption of methods 
of accounting and reporting which will 
result in comparable figures. A ques­
tionnaire on 17 points was addressed to 
the presidents of 36  companies, of which 
30 replied. The information thus gath­
ered indicates that with a few excep­
tions there is wide diversity in meth­
ods adopted by the principal oil com­
panies of the country in the treatment 
of accounting problems common to the 
industry.
The questions and replies are briefly 
summarized as follows:
1. Method of accounting for intangible drill­
ing costs:
Currently charged against earnings, 10; capi­
talized, 12; other methods, 4.
Method of amortization, when capitalized: 
Returned through depreciation and/or deple­
tion, 8; other method, 2.
2. Method of determining the amount of 
depletion:
(a) Basis of reflection:
Lease, 18; field, 2; no segregation made, 5; 
only for tax purposes not reflected in reports, 2.
(b) Unit used:
Unit basis, 17; based on oil reserves developed 
property, 7; indicated by drilling data, 1.
3. Method of accounting for dry hole costs: 
Expense, 20; unproductive leases to expense,
on productive leases capitalized and amortized 
over life of lease, 4; other methods, 3.
4. Method of valuation of inventories of crude 
oil:
Cost or market, whichever lower, 11; produced 
at market to refinery at cost, plus pipeage or 
transportation, 8; market, 4; other methods, 5.
5. Method of valuation of inventories of re­
fined products:
Cost or market, whichever lower, 13; average 
sales price or market, 5; other method, 6.
6. Basis of allocating costs to different 
products, and crude oil, and statement as to
whether consolidated oil inventories contain any 
unrealized intercompany profit on oil not dis­
posed of:
(a) Crude oil: progressive, i. e., includes suc­
cessive costs, 11; others not sufficiently explained.
(b) Refined products: Allocated on basis of 
sales value, 12; practically all to gasoline after 
allowance for by-products at market or realiz­
able value, 2; costs not allocated, 3; arbitrarily 
allotted, 1; others not sufficiently explained.
(c) Intercompany profit: Included, 12; elimi­
nated, if any, 8.
7. Degree of ownership in subsidiary com­
panies considered as warranting consolidation 
and method of reflecting earnings or losses of 
unconsolidated majority-owned companies:
(a) Minimum for consolidation: 100%, 11; 
50%, 7; others, 9.
(b) Equities reflected: On balance sheet, 6; in 
footnotes, 3; only deficit reflected, 1.
8. Basis of distinction between affiliated and 
unaffiliated companies, where substantial interest 
in latter is owned:
Affiliated when controlled through stock own­
ership or otherwise, 6; not considered affiliated 
with ownership less than 50%, 5; others, 6.
9. Are earnings or losses from non-affiliated 
companies reflected in published reports:
Net reflected, 13; reflected when ownership is 
in excess of 50%, 1; reflected in separate tabula­
tion, 1; losses adjusted through reserve, 1; when 
losses reduce value below cost of investment, 
difference charged to profit and loss, 2.
10. Undeveloped leases capitalized or charged 
to expense:
Capitalized, 23; expense, 3.
11. If capitalized, the basis of amortization:
Not amortized, cost charged to expense when
lease expires or is surrendered, 4; not amortized, 
carried at cost until disposed of or goes into 
production, 5; not amortized, but written off in 
full at time of expiration or forfeiture, 2; amor­
tized from date of acquisition to date of expira­
tion, 5; others, 7.
12. If capitalized, are rentals charged to ex­
pense or added to cost of leases:
Expense, 17; added to cost of lease, 6.
13. Cost of purchase of producing leases capi­
talized or charged to expense:
Capitalized, 24; excess of cost over physical 
property charged to expense, 2.
14. Are the same principles of accounting used 
by all companies included in the consolidated 
reports:
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Same principles, 28; same principles with ex­
ception of intangible development costs of one 
company, 1 ; depends on locality, 1 .
15. W hat is the practice with regard to for­
eign subsidiaries as to conversion into United 
States dollars for consolidation purposes:
Capital assets at equivalent dollar cost, cur­
rent assets at current rate of exchange, 5; at cur­
rent rate of exchange, 2; other methods, 4.
16. Is any distinction made as to cash balances 
held abroad under restriction preventing imme­
diate transfer:
No distinction, 5; distinction made between 
United States and foreign currencies, but not as 
to restrictions, 1 .
17. How is profit or loss on adjustment of 
foreign exchange treated:
Currently through income account, 5; differ­
ences to profit and loss, 3; others, 3.
Trade Commission Rulings Under 
Federal Securities Act
I s s u e s  i n  R e o r g a n i z a t i o n
A ruling of the federal trade commis­
sion, announced on May 18th, rescinds 
approval of form D-2 for the registra­
tion of securities issued in reorganiza­
tions and gives approval to a new form, 
known as E-1, to take its place. State­
ments on the older form will be ac­
cepted if filed before July 16, 1934.
Under the terms of the ruling, “reor­
ganization” is defined to include read­
justments, exchanges, mergers and con­
solidations. T he  class of securities to 
which the new form is applicable must 
be registered even though held by vot­
ing trustees and represented by voting 
trust certificates, if these certificates are 
issued or sold to the public. T he reg­
ulations appertaining to form E-1 re­
quire the filing of numerous exhibits 
with the registration statement, includ­
ing consolidated and individual finan­
cial statements of the registrant com­
pany and of all participants in the reor­
ganization.
Accountancy and the Press
T h e  following are brief excerpts from 
articles m entioning the American In ­
stitute of Accountants which have ap­
peared in the public press during recent 
months:
Private businesses have for some time real­
ized that their records must be audited peri­
odically. Stockholders demand it. Public busi­
ness has now become a major industry, and the 
citizens as stockholders, in order to insure 
economy and efficiency, are demanding a check 
on its conduct.
This im portant check is not always made in 
the best manner, a bulletin of the American 
Institute of Accountants recently issued points 
out. Methods of engaging auditors for gov­
ernm ental agencies are often very unsatisfac­
tory and the scope of the audits and reports 
often has been seriously deficient. Calling for 
bids, common in many cities, is a bad prac­
tice, the bulletin comments.
T he Arkansas Democrat, L ittle Rock.
T he efforts of the National Association of 
Municipal Finance Officers in collaboration 
with the American Institute of Accountants 
and other organizations to improve accounting 
practice of governmental subdivisions and to 
encourage independent audit of municipalities 
and counties, may make it possible in  the near 
future for taxpayers and investors to obtain 
information as complete as that required in the 
case of industrial issuers.
M odern Finance, Pittsburgh.
T he American Institute of Accountants and 
the Robert Morris Associates have called upon 
their members to join in the adm inistration’s 
efforts to obtain greater utilization of bank 
credit by stressing the importance of adequate 
financial statements and audit reports.
T he Journal, Syracuse, N. Y.
Members of the American Petroleum Institute 
and the American Institute of Accountants met 
to discuss uniform methods of inventory valua­
tion. T he Institute of Accountants was repre­
sented by Edward A. Kracke, Leonard S. Davey, 
W arren W. Nissley and W alter A. Staub.
The M orning Star, Fort W orth, Texas.
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WHAT ACCOUNTANTS ARE SAYING
I ntegrity
Integrity in accounting is a major factor in 
our economic system. One of the strongest 
bulwarks of American industry has been, not 
only the expert knowledge of its accounting 
officers and independent public accountants, but 
their high standard of integrity and honesty. 
Andrew Stewart, of New York, speaking at a 
recent joint meeting of the Massachusetts Society 
of Certified Public Accountants and the Boston 
chapter of the National Association of Cost 
Accountants, thus answered public utterances 
which, he said, are intended to undermine 
public regard for business ethics. He urged the 
accountants to rally to their own defense.
“This is important at this time because the 
zeal for reform has developed an attitude of 
despair and destruction of faith in American 
institutions. It is important also because the 
attack is being directed against the very foun­
dations of your profession. The people are 
daily advised that the old order under which 
our nation grew great has failed. In some 
respects this may be true, but I think it timely 
that some representative of the great body of 
accounting officers and professional accountants 
should state publicly that nothing that has 
happened has shaken the fundamental prin­
ciples for which they have stood, and further, 
that the events of the past few years have 
established their importance to the business 
world on a firmer and surer foundation than 
ever before.”
W h at  I s an  A udit?
Carelessness in the use of the word “audit” 
has led to confusion in the lay mind as to 
the precise nature of that service and frequently 
has resulted in unfortunate misunderstanding 
between the accountant and his client. The 
word should be used only with the qualifications 
that definitely indicate the nature and scope 
of the work to be performed. It should be 
clearly understood that a municipal audit falls 
within none of the usual classifications but is 
“a special examination suited to municipal ac­
counts, which differ quite a bit from commercial 
accounts.”
These thoughts are put forward by Walter 
Mucklow, of Jacksonville, in an article in the 
Florida Municipal Record for the month of
April. Mr Mucklow is a member of the Insti­
tute’s special committee on governmental ac­
counting and is chief accountant of the Florida 
Municipal League’s bureau of accounts.
“I feel strongly that every municipality 
should have an independent continuous audit,” 
he says, “but prevailing conditions render this 
impossible in many cities, especially those cities 
where audits have not been made for a num­
ber of years and there is an accumulation of 
work to be done. In such cases a special exami­
nation can be made which, if well planned 
and conducted, will indicate quite positively 
whether or not the city’s money has been 
properly accounted for, and that, after all, is 
the main object in view.”
T he F orgotten M an
According to some authorities, the forgotten 
man was the “much maligned cost accountant” 
—until the government brought him out of the 
business attic, dusted him off, and put him in 
his rightful place as a dominant figure in the 
managerial affairs of business under the N. R. A. 
So James B. Fenner of Indianapolis recently 
told students of the Indiana University school 
of business. Whether this opinion is true or 
not, Mr. Fenner said, we do know that the 
codes under the recovery act give particular 
emphasis to the subject of cost finding, and the 
accountant has suddenly found himself ele­
vated to a position of supreme importance in 
every enterprise worthy of the name.
“The government is consulting freely with 
recognized accountancy organizations such as 
the American Institute of Accountants and the 
National Association of Cost Accountants; so 
that we can hope for not only the present 
recognition of accountancy in its relationship 
to the various ramifications of business, but its 
lasting embodiment in the ‘new deal,’ as it 
affects permanent business structure.
“We have received national recognition 
through the codes, but whether or not we capi­
talize on this great boon depends on our ability 
to deliver the goods to the management in such 
manner as to earn the respect and admira­
tion of the executives. We must study to show 
ourselves approved. The old-fashioned lacka­
daisical hit-or-miss accounting statements will 
not do the trick.”
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B udgetary  C o n t r o l
In  an address at the recent Tri-State Credit 
Men’s convention at Sioux City, Iowa, I. B. 
McGladrey, of Cedar Rapids, outlined certain 
definite advantages that follow the adoption of 
a system of budgetary control. They are:
“ 1. Intelligent estimates of sales possibilities 
combined with planning of purchases or pro­
duction in proportion to sales requirement.
“ (a) Prevents the carrying of excessive inven­
tories with consequent tying up of finances.
“ (b) Produces a better turnover w ith resul­
tant decrease in loss through obsolescence.
“ (c) Enables a better gross profit margin to 
be obtained.
“2. Gives the management the means for the 
necessary control of expenses by:
“ (a) Requiring preparation of expense esti­
mates by each departm ent head which must be 
approved by budget committee;
“ (b) Prohibiting any expenditure in excess of 
departmental estimates without permission of 
budget committee;
“ (c) Requiring monthly reports showing com­
parison between actual and estimated expendi­
tures;
“ (d) Providing a procedure for the exami­
nation of such reports promptly by executives 
so that necessary action can be taken in time 
to produce results.
“3. Perhaps most im portant of all from the 
standpoint of the prom pt payment of bills, it 
formulates a sensible financial program which 
provides for:
“ (a) Estimating cash receipts for each m onth 
of budget period based on the sales program 
and the estimate of collections;
“ (b) Estimating cash disbursements for each 
month based on anticipated departmental ex­
pense, purchases or production costs, additions 
to plant and equipment, and payments on exist­
ing obligations outstanding;
“ (c) Preparation of a financial summary 
indicating any excess of expected disbursements 
over available cash, which enables plans to be 
made in advance for meeting such requirements, 
or, if that cannot be done, to change the entire 
program before becoming hopelessly involved;
“ (d) Centering of attention on collections with 
consequent improved turnover of receivables.
“4. Provides for the coordination of all of the 
activities of the business to the end that a net
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profit be obtained and funds be available for 
liquidation of m aturing obligations; and also 
provides the machinery for enforcing such 
coordination.”
C ode C o n f u s io n
At a recent meeting of the Master Brewers’ 
Association of America, New York district, Fred 
Haberstroh, a member of the Institute, outlined 
scientific principles of accounting as applied to 
cost of production and distribution of beer. 
Hypothetical statements of income and profit- 
and-loss, cost of production and of sales, and 
cost of selling and distribution were used to 
illustrate the discourse. In  conclusion, Mr. 
Haberstroh said:
“I should not take the time to say so much 
about these features if it were not for the fact 
that we must anticipate that the worst is yet 
to come, when the code authorities start under 
the national industrial recovery act to prescribe 
uniform methods of accounting. . . .
“N. R. A. codes for the brewing industry will 
in all probability be issued in the near future, 
and judging from the experiences that other in ­
dustries have had with such codes, there is no 
way of telling yet what confusion may result.
“In  connection with the builders’ supplies 
code, for instance, an administrative order was 
issued on January 8th, outlining the method to 
use in determining overhead. On February 17th 
another order was issued which supercedes the 
one of January 8th  and makes any statement 
based on the first order entirely wrong. Who 
can guide himself by such rules and regulations? 
It is impossible. . . .
“W hat is the brewer to do then, when gov­
ernmental regulations become such that they 
leave his bookkeeping organization lost in be­
wilderment?
“Simply this—let him keep his books in accord­
ance with time-tested, established accounting 
principles by which he can obtain periodical 
statements on which he can safely rely in con­
ducting his business. T hen if the code authori­
ties, the federal trade commission, the census 
bureau and perhaps other politician-controlled 
governmental agencies call for statements that 
do violence to all established accounting p rin ­
ciples, commission an accountant to arrange the 
figures to conform to the latest regulations, but 
do not let the bookkeepers deviate from the 
established rules.”
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ACTIVITIES OF LOCAL SOCIETIES
F o r m  o f  O r g a n i z a t i o n
Tw o state societies are engaged with 
the problem  of im proving their form 
of organization. T h e  goal sought by 
each is a unified state organization of 
local chapters.
T he  Georgia Society of Certified Pub­
lic Accountants, finding a lack of coor­
dination in the activities of its several 
chapters, takes steps to strengthen the 
state organization. A t its recent annual 
m eeting it  adopted resolutions to incor­
porate the state society, to provide that 
dues be collected by a state treasurer 
ra ther than by the treasurers of chapters 
and to expand the activities of state com­
mittees.
T h e  Virginia Society of Public Ac­
countants, feeling that local chapters 
m ight give opportunity to more mem­
bers of the society to participate in con­
structive activities, has authorized the 
forming of such groups in Richmond, 
Norfolk, Lynchburg and Roanoke. T he 
R ichm ond and Norfolk chapters have 
recently been organized and report 
lively interest in their programs.
P u b l i c  A f f a i r s
Speaking as representative of a pro­
fession which is intricately interwoven 
w ith all departm ents of industry, the 
Oklahom a Society of Certified Public 
Accountants has addressed memoranda 
to the Oklahoma congressional delega­
tion on the subject of the recently en­
acted federal revenue act. I t  protests 
against the provisions of that measure 
that would give the public free access 
to inform ation filed with income-tax re­
turns on the grounds that it would sub­
ject the taxpayer to undue inconven­
ience and possibly to a m ultitude of 
nuisance-type law suits.
A N e w  P u b l i c a t i o n  
T he M onthly B ulletin  of the Okla­
homa Society of Certified Public Ac­
countants made its initial appearance 
during May. D eparting in  certain par­
ticulars from the usual style of profes­
sional publications, it has caused wide 
and favorable comment.
An innovation adopted by its editors 
is the omission of all personal reference. 
In  a statem ent of policy, they say: “A 
serious endeavor will be made to include 
m atters and subjects of general interest 
and general application, w ith benefit to 
all b u t w ith individual credit and glori­
fication to none. In  furthering this pol­
icy, the omission of names, both ind i­
vidual and firm, will be intentional.” 
T his first issue summarizes current m at­
ters of particular interest to the profes­
sion and reviews the history of the Ok­
lahom a society.
R e s t r i c t i v e  L e g i s l a t i o n  
Discussion of the practicability of a 
two-class restrictive law to regulate the 
practice of public accountancy in Cali­
fornia recently resulted in a straw vote 
to determ ine the opinions of members 
of the California State Society of Certi­
fied Public Accountants. T h e  vote was 
more than two to one against a propo­
sition to initiate a request to the state 
legislature to pass such a law.
S o c i e t y  L i b r a r i e s  
T h e  Georgia Society of Certified Pub­
lic Accountants has announced the es­
tablishment of a library on accounting 
and allied subjects in cooperation with 
the Carnegie library of Atlanta. T h e  
collection will be available to the pub­
lic and will be kept up-to-date by the 
A tlanta chapter of the society. T he
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procedure adopted is sim ilar to that of 
a num ber of other state societies which 
have recently completed plans for per­
manent collections of accounting litera­
ture.
A c c o u n t a n t s ’ S e r v i c e  
An incident in  New York is evidence 
of the ever-widening scope of public serv­
ice which the accounting profession ren­
ders. I t  is reported that the adminis­
tration of the city of New York will
press for new tax laws a t the next meet­
ing of the m unicipal assembly. In  line 
with the effort that public officers are 
making to p u t the city on a sound ac­
counting basis, the city com ptroller has 
sought the counsel of the New York 
State Society of Certified Public Ac­
countants on the problem of adminis­
tering these new laws. T h e  president 
of the society has appointed a commit­
tee of six to cooperate.
MEETINGS AND ELECTIONS
California
F resn o
At the annual meeting of the Fresno chapter 
of the California State Society of Certified Public 
Accountants, held May 10th, the following offi­
cers were elected for the ensuing year:
G. S. Gilbertson, president; Victor E. Storli, 
vice-president; George H. Lips, secretary-treas­
urer; Harry W. Hills and George W. Sims, 
directors.
San  F ra n cisco  
The San Francisco chapter of the California 
State Society of Certified Public Accountants 
held its annual meeting May 18th, at which the 
following were elected to serve through the chap­
ter year ending May 31, 1935:
A. DeW itt Alexander, president; R. S. Kirk­
land, vice-president; B. W. Bours, secretary- 
treasurer; Robert Buchanan, Francis P. Far- 
quhar, Phillip A. Hershey, Theodore Rothman, 
A. F. Sherman and Frank G. Short, directors.
Connecticut
Three topics which fall among the major 
problem of the public accounting profession at 
this time were discussed in round-table fashion 
at the annual meeting of the Connecticut Society 
of Certified Public Accountants, held at New 
Haven on April 25th. They are the new federal 
income-tax law, municipal accounting and the 
bearing of present economic trends on account­
ancy. At the meeting, the following officers were 
elected:
Harry Jacobs, president; Russell Everett, vice- 
president; Lewis Sagal, secretary; William J. 
Hope, treasurer; Guy Cambria, auditor; Clar­
ence L. Johnson and John Roth, governors.
Florida
Delegates to the annual meeting of the Florida 
Institute of Accountants are convening at Miami 
as this B ulletin  is published. Invitations were 
issued to all members of the Alabama, Georgia, 
North and South Carolina societies, w ith the 
intention of making the meeting a regional con­
ference.
On the program of speakers are Lloyd Morey, 
chairman of the special committee on govern­
mental accounting of the American Institute of 
Accountants and vice-chairman of the National 
Committee on Municipal Accounting, and Ar­
thu r H. Carter, president of the National As­
sociation of Cost Accountants and also a mem­
ber of the Institute. I t is expected that the 
reports of the committees on legislation and 
municipal accounting will be of particular 
interest.
J a ck so n v ille  
Members of the Jacksonville chapter of the 
Florida Institute of Accountants held their an­
nual meeting on May 23rd, and elected the 
following officers:
P. W. Fisher, president; Ira J. Varnedoe, vice- 
president; C. K. Milligan, secretary; C. H. Good­
rich, treasurer; W alter Mucklow, F. B. Colley 
and John A. Hall, directors.
Georgia
T he Georgia Society of Certified Public Ac­
countants held its annual meeting at Savannah 
on May 25th and 26th. T he following officers 
were elected:
R. L. Holland, president; E. W. Gottenstrater 
and M. H. Barnes, vice-presidents; L. E. Camp­
bell, secretary; S. B. Ives, treasurer; William F.
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Loflin, librarian; Joel H unter, Jr., George C. 
Baird and J. T . McIver, trustees for two years; 
Henry F. Meyer, Sidney T . Lee, William J. Car­
ter and E. W. Gottenstrater, trustees for one 
year; N. D. Cann, chairman of the board.
It was voted to hold next year’s annual m eet­
ing at Columbus.
Indiana
T he annual meeting of the Indiana Associa­
tion of Certified Public Accountants was held on 
May 12th at Indianapolis. Addresses by W. M. 
Madden, C. N. Carter and Ulysses Jordan were 
heard. T he following officers were elected:
Birney D. Spradling, president; W. H. W har­
ton, vice-president; H. A. Roney, secretary; A. R. 
Chapman, treasurer; John S. Lloyd and E. E. 
Thomas, directors.
Kentucky
Members of the Kentucky Society of Certified 
Public Accountants, meeting at Lexington, May 
25th, heard the subject of “Systematized county 
government records and accounting” discussed 
by Nat B. Sewell, state inspector and examiner. 
Harvey Cardwell, state president, was chairman 
at this meeting. William A. Hifner, Jr., of 
Lexington, was in charge of arrangements.
Massachusetts
T he annual meeting of the Massachusetts 
Society of Certified Public Accountants was held 
on May 28th at Belmont, Massachusetts. J. H ar­
old Stewart was chairman of the special commit­
tee in  charge of arrangements. T he following 
officers were elected:
R ichard D. Seamans, president; Homer N. 
Sweet, vice-president; A rthur W.  Yardley, secre­
tary; John F. Clarke, treasurer; Christopher 
Haworth, auditor; Earl M. French, Albert E. 
H unter and Anthony Jaureguy, executive com­
mitteemen.
Michigan
T he Fletcher-Rayburn bill for regulation of 
stock-exchange practice, later enacted by con­
gress as the securities exchange act of 1934, was 
the subject of discussion by John E. Tracy, of 
the law school of the University of Michigan, at 
a recent meeting of the Michigan Association of 
Certified Public Accountants at Detroit. Mr. 
Tracy dwelt on its probable effect in curbing 
evils of exchange practice, in the control of 
credit and in  the control of industrial corpora­
tions.
Minnesota
T he annual meeting of the Minnesota Society 
of Certified Public Accountants was held on 
May 22nd at Minneapolis. T he organization 
celebrates its th irtieth  anniversary this year. 
Officers elected at the meeting are:
Herman C. J. Peisch, president; Earl A. 
Waldo, first vice-president; H. W. Wilkerson, 
second vice-president; Frank E. Bugbee, secre­
tary; James Sturdwick, treasurer.
T he Minnesota society recently sponsored a 
dinner and open forum meeting of public ac­
countants of Minneapolis, St. Paul and D uluth. 
Lyle W. Hines, then president of the state so­
ciety, was toastmaster. Addresses were made by 
Stafford King, state auditor, B. F. Carlstedt and 
A. E. Larsen. T he meeting was at Minneapolis.
Mississippi
Members of the Mississippi Society of Certi­
fied Public Accountants, meeting in annual con­
vention at Greenwood on May 19th, heard ad­
dresses by A. H. Stone, chairman of the state tax 
commission, and Joe S. Price, state auditor. T he 
following were elected officers:
Robert H. Crook, president; Stewart J. Parker, 
vice-president; D. D. Quin, secretary and treas­
urer; C. E. Powell, Nelson E. Taylor, Stewart 
J. Parker, Roy C. Brown, Robert H. Crook,
D. D. Quin and Thomas F. Walsh, governors.
Meridian was chosen as the next convention 
city.
Missouri
St . L o u is
At a recent meeting of the St. Louis chapter 
of the Missouri Society of Certified Public Ac­
countants, the following officers were elected:
W. Mayors, president; A. C. Derrick, first vice- 
president; B. L. Sterbenz, second vice-president; 
John Rabenau, secretary, and L. J. Meyers, 
treasurer.
New Jersey
T he annual meeting of the Society of Certi­
fied Public Accountants of the State of New Jer­
sey was held May 21, 1934, at Newark. At this 
meeting a resolution was adopted changing the 
name of the society to the New Jersey Society 
of Certified Public Accountants.
T he principal address was made by Aaron 
Lasser, secretary of the Mercer Beasley school of 
law, who spoke on the legal status of account­
ants in courts of law and equity. John Flint
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described the activities of the society in its early 
history.
W alter R. Darby, in recognition of his service 
to the state and to the accounting profession as 
commissioner of municipal accounts and as state 
auditor, was elected an honorary member of the 
society.
A n n o u n c e m e n t  w a s  m a d e  t h a t  re v is io n s  to  
th e  c o n s t i tu t io n  a n d  b y -la w s  o f  t h e  so c ie ty  h a d  
b e e n  a p p r o v e d  b y  a  m a i l  b a l lo t  o f  t h e  m e m b e rs .
The following officers were elected: Philip S. 
Suffern, president; Julius E. Flink, first vice- 
president; John A. Conlin, second vice-president; 
Theodore Krohn, secretary; W. Melville Cour­
sen, treasurer; Frederick Banks, A. H. Puder, 
James J. Hastings, Harold A. Eppston and Peter 
C. Wiegand, trustees; Robert Caruba and Louis 
E. Schotz, auditors.
New York
Banking, legal, accounting and corporate 
phases of the federal securities act and the 
securities exchange act were discussed at the 
annual meeting of the New York State Society 
of Certified Public Accountants, held on May 
14th at New York.
The speakers were Samuel W. Reyburn, former 
director of the Federal Reserve Bank and presi­
dent of the Associated Dry Goods Corporation of 
New York; Hugh Knowlton, investment banker;
H. Theodore Sorg, attorney, and C. Oliver Well­
ington, chairman of the sub-committee on the 
securities act of the American Institute of 
Accountants.
At this meeting all officers were re-elected to 
serve during the ensuing year.
The Albany chapter of the society was formed 
at a meeting on May 24th, attended by W alter 
A. Staub, president of the state society; Louis H. 
Renn, executive assistant to the president, and 
by accountants of Albany, Troy and Schenectady. 
Raymond J. H annon was elected president of 
the new group. O ther chapters have been 
formed recently at Rochester, Buffalo and Syra­
cuse.
A regional meeting of the four chapters and 
the state society will be held at Skaneateles Lake, 
near Syracuse, on June 29th. Mr. Staub will 
discuss the recently enacted federal income-tax 
law.
North Carolina
The annual meeting of the N orth Carolina 
Association of Certified Public Accountants was 
held at Greensboro on May 18th and 19th. T he
meeting was under the chairmanship of William
E. Stevens, president of the state group. A r­
rangements were made by a special committee 
consisting of George E. Perrin, chairman; J. J. 
Lindsay and Thomas P. ZumBrunnen.
A s h e v il l e
A synopsis of the proceedings of the annual 
meeting of the state society was given by William
E. Stevens, state president, at a meeting of the 
Asheville chapter on May 26th. Hugh J. Toland 
served as chairman.
C h a r l o t t e
T he Charlotte Accountants’ Club held its 
monthly luncheon meeting on May 26th. Speak­
ers were N. S. Zeigler, J. M. Vanhoy, E. B. 
Taylor and O. N. Hutchinson. Leslie A. H eath, 
chairman of the group, was in charge of the 
meeting.
Ohio
Members of the Ohio Society of Certified Pub­
lic Accountants were guests of the Toledo Bar 
Association at a meeting at that city recently. 
They heard an address on the subject of “An­
tagonisms in the 1934 revenue act” by George 
M. Morris, of Washington, D. C., chairman of 
the special taxation committee of the American 
Bar Association.
Pennsylvania
Arrangements are nearing completion for the 
annual meeting of the Pennsylvania Institute of 
Certified Public Accountants, to be held at the 
Bedford Springs hotel, Bedford, on June 21st, 
22nd and 23rd. J. M. Cumming of Pittsburgh, 
is general chairman.
H arrisburg
Annual elections were held at a meeting of 
the H arrisburg chapter of the Pennsylvania 
Institute on May 25th. Following are the officers 
to serve for the coming year:
Charles E. Procasco, chairman; Harry Ness, 
vice-chairman; Paul L. Miltenberger, treasurer; 
Edward A. Schneider, secretary; Clifford Mayers, 
auditor; Charles J. Rowland and Norman F. 
Kime, executive committeemen.
P h il a d e l p h ia
A regional conference on accounting was held 
on May 15th and 16th in conjunction with the 
annual meeting of the Philadelphia chapter of 
the Pennsylvania Institute. T he principal ad­
dresses were by O. Howard Wolfe, cashier of a
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Philadelphia bank, who spoke on “T he guaran­
tee of bank deposits,” and by F. Cyril James, of 
the W harton school, University of Pennsylvania, 
who discussed “Monetary policy and the future 
of American business.”
T he following officers were elected:
J. Cyril McGarrigle, chairman; A. Karl Fischer, 
vice-chairman; Frank S. Glendening, secretary, 
and John C. Parry, Jr., treasurer.
Sc r a n to n
T he annual meeting of the Scranton chapter 
of the Pennsylvania Institute was held on May 
25th, when the following officers were elected: 
J. F. W. Heinbokel, chairman; J. Donald Not­
man, vice-chairman; Earle Herbert, secretary; 
W. D. Stowe, treasurer, and Frank H. Wills, 
director.
Virginia
T he Virginia Society of Public Accountants 
has eliminated the usual spring meeting from 
its schedule and substituted for it a two-day 
meeting to be held at Virginia Beach on Sep­
tember 7th and 8th. T he one-day September
meeting heretofore held at Richmond has also  
been cancelled.
Washington
T he annual meeting of the W ashington So­
ciety of Certified Public Accountants was held 
on May 11th and the following officers elected 
for the coming year:
Don S. Griffith, president; Arne S. Hansen, 
vice-president; E. F. Chabot, secretary-treasurer, 
and James M. McConahey, director. John E. 
Chambers, the retiring president, continues to 
serve as a director.
Se a t t l e
At the annual meeting of the Seattle chapter 
of the W ashington State Society, held May 29th, 
the following officers were elected:
James M. McConahey, president; H arold L. 
Scott, vice-president; Edward P. Trem per, sec­
retary-treasurer; R. C. Mounsey, director, and 
Samuel E. Friedman, director. T he following 
were elected directors of the state society as 
representatives of the chapter: H arold L. Scott, 
Charles S. Cowan, Wallace O. Greig, L. H. Tay­
lor, R. C. Mounsey and Fletcher O. Johnson.
ANNOUNCEMENTS
Boyden, Yardley & Guay, accountants 
and auditors, have announced the re­
moval of their offices to 120 BoyIston 
st., Boston.
Gray, Scheiber & Co., certified public 
accountants, have announced the re­
moval of their offices to 42 Broadway, 
New York.
H erbert Hess & Co., certified public 
accountants, announce the removal of 
their offices to 116 John st., New York.
Phillip  A. Hershey & Co. announce 
the opening of offices at suite 514, 405 
Montgomery st., San Francisco. Mr. 
Hershey formerly practiced at 1201 Cen­
tral Bank bldg., Oakland, Cal.
T h e  removal of the uptown offices of 
Lybrand, Ross Bros. Sc M ontgomery to
1 East 44th st., New York, was an­
nounced in  the B ulletin  for May. T he  
firm retains its downtown New York 
offices at 90 Broad st.
Lee Perkins, formerly of Belmont, 
Mass., announces his recent affiliation 
as partner w ith the firm of Carl E. Lon­
egren & Co., 74 N orth  st., Pittsfield, 
Mass.
James B. Burleson, of Dallas, Texas, 
has been appointed to serve on the ac­
countants’ committee for the annual 
m eeting of the American Petroleum  In ­
stitute to be held a t Dallas, November 
12th to 15th, 1934.
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AMERICAN INSTITUTE OF ACCOUNTANTS
Annual Meeting
A  tentative program of business and en­
tertainment for the annual meeting of the 
American Institute of Accountants to be 
held at Chicago, October 15th to 18th, will 
appear in the August Bulletin. Members 
will soon receive a letter from the com­
mittee on meetings outlining in detail the 
arrangements which have been made.
Officers of state societies of certified pub­
lic accountants, foreign accounting societies 
and other organizations whose members 
might be interested in subjects under dis­
cussion have been invited to attend.
D i s c u s s i o n  o f  G o v e r n m e n t a l  
A c c o u n t i n g
Plans have been made to devote a ses­
sion of the annual meeting to discussion of 
municipal and governmental accounting 
problems, with particular reference to ways 
in which the public accountant may be of 
assistance to governmental bodies. The 
discussion will cover not only problems re­
lated to audits of municipalities but ques­
tions of financial policies, budgetary control, 
taxation and administration in which ac­
countants have a particular interest.
Carl H. Chatters, secretary of the Na­
tional Committee on Municipal Account­
ing and executive director of the Municipal 
Finance Officers’ Association, will lead the 
discussion, which will be open to all who 
attend the session. Lloyd Morey, chairman 
of the American Institute of Accountants’ 
special committee on governmental account­
ing and vice-chairman of the National Com­
mittee on Municipal Accounting, will 
preside.
Members of the following organizations 
which are represented in the National Com­
mittee on Municipal Accounting have been 
invited to be present at this session and a 
large attendance is expected:
American Association of University In­
structors in Accounting.
American Municipal Association.
American Society of Certified Public 
Accountants.
International City Managers Associa­
tion.
Municipal Finance Officers’ Association.
National Association of Cost Account­
ants.
National Association of State Auditors, 
Comptrollers, and Treasurers.
National Municipal League.
Bureau of the Census.
D i s c u s s i o n  o f  F e d e r a l  T a x a t i o n
Another session of the annual meeting 
will be devoted to discussion of federal in­
come taxation. Wright Matthews, assistant 
to the commissioner of internal revenue, has 
agreed to deliver an address on this sub­
ject, which will be followed by discussion 
from the floor. Unusual features of the 
revenue act of 1934 will doubtless be dis­
cussed by M r. Matthews and it is expected 
that he will also comment on treasury de­
cisions of particular interest to accountants.
Local Subcommittees of Development 
of the Institute
In accordance with the plan outlined in 
the June Bulletin, a local subcommittee of 
the special committee on development of the 
Institute has been appointed in Memphis, 
Tennessee. The personnel consists of the 
following:
M . O. Carter, chairman, Memphis, 
Tenn.
Roscoe C. Clark, Memphis.
Oliver P. Cobb, Memphis.
Appointment to Committee on Gov­
ernmental Accounting
The president of the Institute has ap­
pointed Henry B. Fernald of New York 
as a member of the Institute’s special com­
mittee on governmental accounting.
The appointment was made after receipt 
of a request from the National Municipal 
League, whose headquarters are in New 
York, that a member be designated to con­
fer with officers of the league on accounting 
and financial questions affecting govern­
mental subdivisions. Since the committee 
included no member resident in New York, 
M r. Fernald was appointed to represent 
the committee in whatever negotiations 
might take place.
3
Bulletin of Am erican Institu te of Accountants
William Bynner Campbell
William Bynner Campbell, member of 
council and executive committee of the 
American Institute of Accountants, died at 
New York on June 22, 1934, at the age 
of 52. M r. Campbell was executive senior 
partner of Price, Waterhouse & Co.
Born on November 2 1, 1881, at Heaton 
Norris, Stockport, England, he became a 
member of the Institute of Chartered Ac­
countants in England and Wales in I905. 
During the following year he went to 
Toronto, Canada, and later to Buffalo, 
New York. He joined the staff of Price, 
Waterhouse & Co., in Chicago, in 19 11 ,  
and in 19 17  was admitted to partnership 
in the firm and placed in charge of the De­
troit office. In 1927, at the age of 45, he 
became executive senior partner and from 
that time made his home at New York.
M r. Campbell was a charter member of 
the Institute and served on many of its 
committees. From 1922 to 1928 he was 
a member of the board of examiners. Dur­
ing 1923 he served on the committee on 
budget and finance and the committee on 
nominations. He was chairman of the 
special committee on cooperation with 
bankers from 1923 until 1930 and con­
tinued as a member until his death. Dur­
ing 1930 and 19 31 he served on the special 
committee on administration of endowment. 
A t the time of his death he was also a direc­
tor of the American Institute Benevolent 
Fund, Inc., and a member of the special 
committee on public relations.
M r. Campbell was a director of the New 
York State Society of Certified Public Ac­
countants. He held C. P. A. certificates 
from New York and six other states.
The funeral services, which were held 
on June 23rd, at the Community church, 
Great Neck, Long Island, were attended 
by officers of the Institute and by members 
of the council and executive committee.
Howard Monroe Snider
Howard Monroe Snider, a member of 
the Institute since 1922 and partner in the 
firm of Colbert & Snider, Shreveport, La., 
died on June 1, 1934.
M r. Snider was born at Media, Pa., in 
1875. He entered public practice with 
C. G. Robinson & Co., of New Orleans, 
in 1918. From 19 19  until his death he was 
partner in the firm of Colbert & Snider. 
He held C. P. A. certificates of Louisiana 
and Texas.
Institute Pamphlets Available
Miscellaneous publications of the Amer­
ican Institute of Accountants produced 
within the last two years are still available 
for distribution.
Four hundred copies of the pamphlet 
entitled “ Audits of corporate accounts,” 
containing correspondence between a com­
mittee of the Institute and the New York 
stock exchange, may be purchased at 15 
cents each.
There are 1,200 copies of the leaflet en­
titled “ Audits of governmental bodies,”  
which is for sale at the nominal price of 5 
cents a copy.
There are 600 copies of the summary 
of the proceedings of the council meeting, 
April, 1934, available for distribution with­
out charge.
One thousand copies of a special report 
to the membership dated December 6, 1933, 
are likewise available without charge.
T w o hundred copies of a pamphlet en­
titled “ Conduct of an accounting practice,”  
dealing with office procedure of accounting 
firms, are available at 25 cents each. This 
pamphlet consists of discussion at the an­
nual meeting of the Institute in 1929.
Five hundred copies of letters sent jointly 
by the Institute’s special committee on co­
öperation with bankers and the Robert 
Morris Associates committee on public ac­
countants to members of both organizations 
in December, 1933, are available without 
charge.
Accountants generally will be interested 
to know that William Bonthron, of Prince­
ton, who established a new world’s record 
for the 1,500 meter run at the National 
A. A. U. meet at Milwaukee, June 30th, 
is the son of W . D. Bonthron, of Detroit, 
a member of the Institute.
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Institute Represented at Three Meet­
ings
An informal meeting of members of the 
American Institute of Accountants and ap­
plicants for admission was held at Balti­
more, Maryland, June 20th. The secre­
tary of the Institute had been invited to 
attend the meeting, and he spoke about the 
current activities of the organization and 
answered questions put by various mem­
bers. About 20 persons were present.
The secretary had also accepted an in­
vitation to attend the annual meeting of 
the Pennsylvania Institute of Certified 
Public Accountants at Bedford Springs, 
Pennsylvania, June 2 1st, 22nd and 23rd. 
At an afternoon session on the 22nd he 
was introduced and responded briefly.
On June 29th the secretary of the In­
stitute attended the first regional confer­
ence of the New York State Society of Cer­
tified Public Accountants at Skaneateles, 
New York. Four up-state chapters of the 
state society, in Buffalo, Rochester, Syra­
cuse and Albany, the last three of which 
had been formed during the past year, were 
well represented at the meeting. The total 
attendance was about 60.
A ccountancy Twenty-five 
Y ears  Ago
“While we are still a great agricultural coun­
try, we are comparatively a greater industrial 
one, and today we have many large manufac­
turing corporations, located throughout the 
country, whose stocks and bonds are owned ex­
tensively by the public and by financial interests 
which aided in their development. With these 
changes of ownership naturally came the de­
mand for publicity of the affairs of these cor­
porations, calling for statements of their sales, 
earnings, financial condition, etc., at regular 
intervals, preferably monthly or quarterly, but 
annually in any event.
“There is no question as to the justice of the 
demand for public reports, but there is good 
reason to consider, in each case, whether it is 
physically practicable to obtain the information 
necessary for accurate monthly or quarterly re­
ports of earnings and balance-sheets and, where 
it is not feasible to obtain it, whether account­
ants should recommend annual reports only.” 
The Journal of Accountancy, July, 1909.
An article by John A. Mirt in the C hi­
cago D aily N ew s of June 23rd stated that 
annual reports certified by public account­
ants are often more misleading than in­
formative and are at times so qualified as 
to be meaningless. Mr. Mirt invited a 
reply by public accountants. The section 
of the article dealing with this subject is 
quoted in full as follows:
“How long will certified public accountants 
sign their names to annual reports containing 
income accounts and balance sheets which are 
misleading? The term ‘misleading’ is used 
without reservation, because the average in­
vestor regards a ‘certified’ statement as present­
ing an unqualified, true picture of the condi­
tion of the company.
“So many annual reports have been issued 
this year, especially in the public utility field, 
which are so tied up with long-hedge clauses— 
or ‘red flags,’ in the parlance of accounting— 
that if the condition continues the investor will 
soon come to learn that ‘certified’ statements 
can be just as meaningless as uncertified reports 
may be inaccurate.
“When an investor looks at a property valu­
ation set up in a balance sheet, he should not 
be required to w ade through a long letter of 
the auditors to learn that that figure is based on 
values ‘assigned by the management to securi­
ties, issued in exchange therefore,’ or that it in­
cludes costs which should properly be charges 
against earnings instead of set up as an asset. 
Nor should the investor be led to believe that 
depreciation and other reserves are sufficient 
unless he uses a magnifying glass and uncovers 
elsewhere in small type a reservation that these 
charges ‘are subject to the adequacy thereof.’ 
These are only a few of the evils which have 
cropped out in annual reports in the last few  
years.
“Of course, annual reports are made up 
largely upon the request of managements, but 
they should be prepared in a manner which will 
give the true picture to the stockholder, who is 
the owner and who really pays the fees of the 
auditors. Perhaps, the C. P. A.’s have an an­
swer? If so, ramblers undoubtedly would be 
glad to hear it.”
Following is the text of a letter to Mr. 
Mirt from the American Institute of Ac­
countants, commenting on some of the
Responsibility of an Auditor
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questions which he raised. Portions of this 
letter appeared in the Chicago Daily News 
of Ju ly  9th.
July 7, 1934.
John A. M irt, Esq.
The Chicago D aily News 
Chicago, Illinois 
D ear Mr. M irt:
Several members of the American Institute 
of Accountants have called attention to the com­
ments in your article in the D aily N ew s of Sat­
urday, June 23rd, on “Certified Annual Re­
ports,” in which a number of interesting ques­
tions are raised. To a considerable extent these 
questions were discussed in correspondence be­
tween a special committee of this Institute and 
the New York Stock Exchange, and in case you 
have not already seen that correspondence I am 
enclosing a copy herewith.
In this correspondence it is pointed out that 
accounting is not and can never be an exact 
science, but represents the result of the appli­
cation of accounting conventions and judgment 
to facts. In some fields, as, for instance, the 
public utility field, the conventions to be fol­
lowed have been formulated by regulatory 
bodies, and it is interesting to note that it is 
particularly in this field that you find ground 
for criticism. The reason is, I think, largely 
that in accounting generally logic is tempered 
with prudence—as, for instance, in the rule that 
inventories should be valued at cost or market, 
whichever is lower. When, however, a regu­
latory body undertakes to formulate a uniform 
system of accounting, it usually finds that while 
it can insist on logical methods, it cannot frame 
or enforce regulations calling for that prudence 
which the more conservative-minded would 
wish to observe.
Turning, now, to your general criticism—it 
must constantly be borne in mind that an an­
nual report, and the accounts contained in it, 
is the report of the management to the stock­
holders, and that the function of the auditor is 
to express an opinion on the accounts as pre­
pared by the management. This point is per­
haps not so clearly recognized in America as in 
England, where it is emphasized in the statutory 
provisions relating to the duties of auditors, as 
follow s:
“ The auditors shall make a report to the 
members on the accounts examined by them, and 
on every balance-sheet laid before the company 
in general meeting during their tenure of office,
and the report shall state—
“ (a) whether or not they have obtained all 
information and explanations they have re­
quired; and
“ (b) whether, in their opinion, the balance- 
sheet referred to in the report is properly drawn 
up so as to exhibit a true and correct view of 
the state of the company’s affairs according to 
the best of their information and the explana­
tions given to them, and as shown by the books 
of the company.” (Companies act, 1929, Sec­
tion 134  ( 1 ).)
Your two specific illustrations relate to prop­
erty accounts and depreciation, and I should 
like to point out that, as more fully explained 
in the pamphlet enclosed, annual accounts do 
not attempt to reflect the valuations of property 
accounts; and that depreciation is a question 
on which wide differences of opinion exist, ac­
countants in general taking, I think, more con­
servative views than those which have been 
generally adopted by public utility companies 
and promulgated or approved by public utility 
commissions.
You will note that in the report to the Stock 
Exchange by the committee of this Institute, one 
of the principal objects which the Exchange was 
urged to do its best to achieve was to bring 
about a better recognition by the investing pub­
lic of the nature of annual accounts (see page 
1 2 ). It is in this field that w riters like your­
self can render a service of great value to the 
public.
I am glad of this opportunity of discussing 
some phases of the question with you, and 
should you desire to pursue the discussion fu r­
ther I should be very glad indeed to hear from 
you.
Yours truly,
J o h n  L. C a rey , Secretary.
Minnesota Chapter
“W ills and their administration” was 
the subject of an address made by Albin 
S. Pearson, judge of probate for Ramsey 
county, Minnesota, at a meeting of the 
Minnesota chapter of the American Insti­
tute of Accountants held at St. Paul on 
June 5th. Judge Pearson described the 
probate code now in preparation for pre­
sentation at the next session of the state 
legislature.
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President Heads Industrial Associa­
tion
John F. Forbes, president of the Amer­
ican Institute of Accountants, was recently 
elected president of the Industrial Associa­
tion of San Francisco, and in that capacity, 
has directed efforts to end the longshore­
men’s strike in San Francisco and open the 
port to commerce.
An agreement to settle the present strike 
was proposed and met the approval of all 
parties, being signed on June 16 th by repre­
sentatives of the city government, the long­
shoremen’s union and federal mediators. On 
the following day, it has been reported, the 
agreement was repudiated by the longshore­
men and the strike continued.
M r. Forbes, speaking for the Industrial 
Association, then addressed a letter to the 
mayor of San Francisco, informing him of 
the intention of the organization to provide 
teaming and other facilities necessary to 
open the port. The plans were put into 
effect, and according to newspaper reports, 
were accompanied by violence despite the 
precautionary efforts of the association and 
others.
The strike continues at this writing and 
M r. Forbes remains among the leaders 
who are trying to restore normal conditions 
along the San Francisco waterfront.
Average Net Income of Public Ac­
countants
A report to the United States senate on 
national income for the period 1929-1932 , 
containing statistics regarding the public ac­
counting profession, prepared by the bureau 
of foreign and domestic commerce of the 
department of commerce, has been received 
at the offices of the Institute.
The survey shows the average net income 
per partner or individual employer to have 
been $7,776 in 1929 , $7,325 in 1930 , 
$5,891 in 19 31 and $4,749 in 1932 . 
“Withdrawals” during these years were, 
respectively, $7,452, $7 ,252 , $6,240 and 
$5 ,526. The ratio of “withdrawals” to net 
income were, respectively, 96, 99, 106 and 
1 16  per cent. “Withdrawals” include 
withdrawals from surplus and borrowings.
Average salaries for employees of pub­
lic accountants were $2,339 in 1929, $2,364
in 1930 , $2,294 in 1931 and $2,133  in 
1932.
These data were obtained from replies 
to questionnaires received from about 480 
public accountants in various parts of the 
country.
State Boards of Accountancy
M i n n e s o t a
A statement of rules of professional con­
duct that have become accepted among re­
putable accountants has recently been 
promulgated by the Minnesota state board 
of accountancy. This is the first time that 
printed rules have been issued by the board. 
The booklet also contains a reprint of the 
Minnesota C. P. A. law and rules and 
regulations governing examination and issu­
ance of certificates.
N e w  J e r s e y
Under the provisions of senate bill No. 
2 10 , passed by the legislature of New Jer­
sey and approved by the governor on June
11th, the New Jersey state board of pub­
lic accountants is given supervision over the 
“registered municipal accountants” of the 
state. Heretofore they have been examined 
and licensed by the department of muni­
cipal accounts.
N e w  Y o r k
Winfield McKeon, of New York, has 
been appointed to the New York state 
board of certified public accountant ex­
aminers to succeed Charles H . Towns for 
a term of five years beginning April 18 ,
1934.
V i r g i n i a
A. Vernon Sheffield, of Norfolk, and 
J. A. Leach, Jr., of Richmond, have been 
appointed to the Virginia state board of 
accountancy, it was announced recently 
They succeed A. Lee Rawlings, of Norfolk, 
and C. S. Goldston, of Richmond. The 
other members were re-appointed.
Clarence L. Turner discussed provisions 
of the 1934  federal revenue act at a meet­
ing of the Easton, Pa., board of trade on 
June 19 th.
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Rulings of Federal Trade Commission 
under Securities Act
A  ruling of the federal trade commis­
sion published on June 29th exempts, from 
the requirements of registration, certificates 
of deposit and similar securities, subject, 
among other conditions, to the following: 
T h a t the aggregate amount of all securities 
of any one issuer, deposit of which is solicited, 
shall not exceed $100,000.
T hat, if the issuer has been in existence for a 
period of twelve months or more prior to the 
date of submission of a plan, or if the issuer 
of the outstanding securities to be received in 
exchange is another than the issuer of any se­
curities to be delivered in exchange, the follow­
ing financial data shall be made available to 
persons to be solicited:
( 1 ) A balance-sheet as of a date, if pos­
sible, not more than 90 days prior to such 
date of submission; and
(2 ) A profit-and-loss statement of the is­
suer for the last fiscal year prior to such date 
of submission; and
(3 ) If  the close of the fiscal year is more 
than six months prior to such date of sub­
mission, a profit-and-loss statement from such 
closing date to the latest practicable date 
prior to such submission;
except that for an individual issuer, statements 
of assets and liabilities and of income and ex­
penditures may be substituted for the fore­
going ; and except that for an issuer in receiver­
ship or bankruptcy, statements of receipts and 
disbursements based upon the available reports 
of the receiver or trustee may be substituted for 
the profit-and-loss statements required by the 
foregoing.
That, if the issuer of any securities to be de­
livered in exchange will, pursuant to the plan, 
acquire, directly or indirectly, a substantial pro­
portion of the assets which have been used in 
conducting any business of another person 
(other than persons provided for above) within 
three years prior to the first date of submission 
of the plan, the following financial data of the 
last of such other persons, so fa r  as known to 
the person submitting the plan, and so fa r as 
reasonable, shall be made available if  such 
other person is a person controlling, controlled 
by, or under common control with, the person 
submitting the plan:
( 1 ) A balance-sheet, confined to the assets
transferred and liabilities assumed or with 
such assets and liabilities specially indicated 
so fa r  as practicable, as of a date, if possible, 
not more than 90 days prior to the date of 
transfer of such assets by such person, or prior 
to the. first date of submission, whichever date 
is earlier; and
(2 ) A profit-and-loss statement, confined to 
income and expenses attributable to the assets 
transferred or with such income and expenses 
specially indicated so fa r  as practicable, for 
the last fiscal year which includes any part of 
the period of such persons’ ownership of such 
assets, or, in the alternative, for the latest 
practicable period of twelve months prior to 
the first date of submission which does in­
clude part of such period of ownership; 
except that for an individual, statements of 
assets and liabilities and of income and ex­
penditures may be substituted for the foregoing; 
and except that for a person in receivership or 
bankruptcy, statements of receipts and disburse­
ments based upon the available reports of the 
receiver or trustee may be substituted for the 
profit-and-loss statements required by the fore­
going.
C o pies  o f  R egister ed  I n f o r m a t io n
The trade commission has announced reduced 
charges for photostatic copies of information 
filed with or as a part of registration state­
ments under the securities act. T he charge 
has been 20 cents a page, but is now reduced 
to 15  cents a page for quantities of 100 or less 
and 10  cents a page for all in excess of 100.
Exemption from Jury Service
A  bill introduced in the current session 
of the legislature of Louisiana and passed 
by the senate would have provided that all 
duly qualified certified public accountants 
and public accountants actively engaged in 
the practice of their profession be exempt 
from service as grand or petit jurors. Action 
on the bill has been indefinitely postponed 
by the house of representatives.
Magee, Liebman & O ’Neill announce 
the removal of their Philadelphia offices 
from the Land Title building to 15 18  W al­
nut street.
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The 73rd congress, called into session im­
mediately after the inauguration of Presi­
dent Roosevelt in March, 19 33 , and finally 
adjourned on June 18 , 1934 , passed more 
legislation affecting accounting and account­
ants than any of its predecessors. It gave 
the profession its first official recognition 
by federal statute, and before it adjourned 
opened almost the entire field of American 
industry to the periodic scrutiny of public 
accountants.
F e d e r a l  S e c u r i t i e s  A c t
The federal securities act, approved by 
the president on May 27 , 19 33 , is gener­
ally regarded as more far-reaching in its 
effect upon the accountancy profession than 
any other federal act. I t provides that all 
corporations issuing securities in any sub­
stantial amount shall file with their regis­
tration statements balance-sheets and profit- 
and-loss statements certified by independent 
public or certified accountants. The rules 
and regulations promulgated by the federal 
trade commission under the act further pro­
vide that in cases of reorganization finan­
cial statements shall be filed by each par­
ticipating company, and for each class of 
issuers prescribe specifically the statements 
required and the information to be set forth 
therein.
The federal trade commission, by an 
amendment of its regulations in April,
1934, gave official support to the conten­
tion of accountants that accounting is the 
application of principle to fact rather than 
the mere ascertainment and verification of 
fact. In accordance with recommendations 
of representatives of the American Insti­
tute of Accountants and others, the com­
mission amended its earlier rule (requir­
ing that accountants certify that the state­
ments filed were, in their belief, true at the 
time of certification) to require certifica­
tion that the statements “truly and fairly 
represent the application of accepted ac­
counting practices to the facts disclosed 
by investigation.”
Because of the heavy liability imposed 
upon accountants and other experts by the 
act as it was first written, many account­
ants hesitated to accept engagements in this
Accounting and the Seventy-third
Congress
new field, but amendment of the liability 
sections of the securities act, appended to 
the securities exchange act and approved 
in June of this year, removed several of 
the objectionable provisions.
T h e  N. R. A.
The national industrial recovery act, ap­
proved by the president on June 18 , 19 33 , 
does not prescribe that public accountants 
shall be engaged for any purpose under its 
provisions, but its requirement that indus­
tries be organized under codes of fair com­
petition is expected to encourage engage­
ment of public accountants as aids in the 
proper administration of many codes.
During the first year, most codes pre­
scribed that sales should not be made at 
a price less than the cost of production. The 
accounting principles involved in the de­
termination of cost were brought forward 
for discussion by many groups of business 
men. A great many codes provided for 
the adoption of cost accounting systems to 
be binding upon all members of the indus­
tries coming under their provisions, and in 
the task of formulating such systems the 
services of public accountants were found 
to be necessary.
One code, that of investment bankers, 
has gone far beyond any legislation in pre­
scribing sound accounting methods for in­
dustries operating under its provisions. 
The investment bankers’ code, in this re­
spect, is an outstanding document. Its pro­
visions, suggested largely by representa­
tives of the American Institute of Ac­
countants, prescribe that recognized ac­
counting principles be followed by all 
corporations marketing their securities 
through investment bankers. It further 
provides for annual independent audits of 
such corporations as long as any substantial 
parts of their securities remain outstanding.
S e c u r i t i e s  E x c h a n g e  A c t
The securities exchange act of 1934 , ap­
proved in June, makes provision for sub­
mission of independently audited financial 
statements by all corporations marketing 
their securities through national exchanges.
The extent to which the act will require 
the services of accountants depends upon 
the regulations of the securities and ex­
change commission.
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H o m e  O w n e r s ’ L o a n  A c t
The home owners’ loan act of 1 9 3 3  pro- 
vides among other things for the organiza­
tion and regulation of federal savings and 
loan associations under the authority of the 
federal home loan bank board.
The regulations laid down by the board 
provide that these associations be operated 
under uniform accounting methods and 
that they be subject to annual audit by 
qualified accountants. John H. Fahey, 
chairman of the board, has said that this 
fact makes for simplicity and efficiency in 
operation and will help the potential saver 
to recognize and understand the investment 
merits of his shares.
Charters have already been granted to 
more than 120 such associations in more 
than 20 different states from coast to coast.
B a n k i n g  A c t  o f  1 9 3 3
The banking act of 1933, approved on 
June 16th of that year, amending certain 
provisions of the federal reserve act and 
greatly extending the authority of the 
comptroller of the currency, contains the 
following provision:
“After the expiration of one year after 
the date of enactment of this act, it shall 
be unlawful for any person, firm, corpora­
tion, association, business trust, or other 
similar organization, other than a financial 
institution or private banker subject to ex­
amination and regulation under state or 
federal law, to engage to any extent what­
ever in the business of receiving deposits 
subject to check or to repayment upon pre­
sentation of a passbook, certificate of de­
posit, or other evidence of debt, or upon 
the request of the depositor, unless such 
person, firm, etc., shall submit to periodic 
examination by the comptroller of the cur­
rency or by the federal reserve bank of the 
district and shall make and publish periodic 
reports of its condition, exhibiting in detail 
its resources and liabilities, such examina­
tions and reports to be made and published 
at the same times and in the same manner 
and with like effect and penalties as are 
now provided by law in respect of national 
banking associations transacting business 
in the same locality.”
The act further provides that “ every 
national banking association shall obtain
from each of its affiliates other than mem­
ber banks and furnish to the comptroller 
of the currency not less than three reports 
during each year, in such form as the comp­
troller may prescribe, verified by the 
oath or affirmation of the president or 
such other officer as may be designated 
by the board of directors of such affiliate 
to verify such reports. . . . Each such re­
port shall contain such information as in 
the judgment of the comptroller of the cur­
rency shall be necessary to disclose fully 
the relations between such affiliate and 
such bank and to enable the comptroller 
to inform himself as to the effect of such 
relations upon the affairs of such bank. The 
reports of such affiliates shall be published 
by the association under the same conditions 
that govern its own condition reports. The 
comptroller shall also have power to call 
for additional reports with respect to any 
such affiliate whenever in his judgment the 
same are necessary to obtain a full and 
complete knowledge of the conditions of 
the association with which it is affiliated.”
M u n i c i p a l  B a n k r u p t c y  R e l i e f  A c t
The amendment to the national bank­
ruptcy act entitled “Municipal bankruptcy 
relief act,” and designed to provide ma­
chinery for debt adjustment by insolvent 
municipalities without bankruptcy proceed­
ings, provides for the examination of the 
books and records of such municipalities 
by representatives of creditors.
It stipulates that the judge of the court 
of bankruptcy having jurisdiction under the 
act “shall require the taxing district . . .  to 
file such schedules and submit such other 
information as may be necessary to disclose 
the conduct of the affairs of the taxing dis­
trict and the fairness of any proposed plan.” 
I t  further provides that the judge “may 
require the taxing district to open its books, 
records and files to the inspection of any 
creditor of the taxing district during rea­
sonable business hours” and that he “may 
allow a reasonable compensation for the 
services rendered and reimbursement for the 
actual and necessary expenses incurred in 
connection with the proceeding and the pay­
ment of special masters, readjustment man­
agers and committees or other representa­
tives of creditors of the taxing district, 
. . . and agents of any of the foregoing.”
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WHAT ACCOUNTANTS ARE SAYING
Sta n d a r d iz a t io n  of  R eports
There has been much discussion recently of 
standardization of corporate financial reports. 
The fear has been felt by many accountants that 
government agencies may impose, without 
knowledge of the significance of their action, a 
form of standardization which would be both 
annoying and injurious to business. Frederick
H. Hurdman, member of the American Institute 
of Accountants, discussed the subject at a recent 
conference of the American Management Asso­
ciation held at Long Beach, Long Island.
“So long as standardization means only that 
each company will have to submit the same 
kind of information in the same detail as every 
other, demand for it should have the support 
of intelligent people,” he said. “But if it means 
adherence to prescribed forms of report w ith­
out provision for reasonable variation when 
such forms are unsuitable, then standardization 
is neither desirable nor practicable. The de­
sire for precise standardization of form arises 
from a peculiar quirk in the minds of some in­
vestors and statisticians. It is based on a wish 
to learn without studying.
“I see the need for action which will lead to 
a situation where any stockholder or prospective 
investor would be able to pick up published 
statements and obtain a clear picture of the 
financial condition and operating results of the 
corporation in which he is interested. I feel 
that there are just two paths by which this 
situation can be reached and I am convinced 
that there is no short-cut for either path. The 
investing public must be taught to understand 
the statements submitted to them. The account­
ant must endeavor to simplify and, so far as is 
possible, standardize his form of presentation 
of the facts.
“As accountants themselves come to agree­
ment as to the most nearly perfect method of 
setting forth any particular item, uniformity of 
treatm ent of that item in published statements 
will follow and this voluntary uniformity will 
itself be an important factor in the education 
of the public.”
P ro fe ssio n a l  A d v a n c e m e n t
In discussing the federal securities act and 
the federal securities exchange act at a recent 
meeting of the New York State Society of Cer­
tified Public Accountants, C. O. Wellington,
chairman of the Institute’s subcommittee on the 
securities act, reviewed other events of the past 
few years which have added to the standing of 
accountancy as a profession. He said:
“M any months prior to any governmental 
pressure for improvement in financial state­
ments of corporations, the New York Stock Ex­
change in cooperation with a committee ap­
pointed by the American Institute of Account­
ants, had outlined improvements in accounting 
procedure and emphasized the use of certificates 
from independent auditors. The requirements 
of the New York Stock Exchange for independ­
ent audits and emphasis on audits of reason­
able scope and effectiveness have been given 
wide publicity and have undoubtedly had con­
siderable influence in all parts of this country. 
Other exchanges have adopted similar policies.
“While it is impossible and undesirable to 
define exactly the scope of an accountant’s work, 
the importance of thorough and comprehensive 
work has been stressed, and reference has been 
made again and again to the pamphlet en­
titled Verification of Financial Statements pre­
pared by a committee of the American Institute 
of Accountants, originally at the request of the 
federal reserve board and revised in May, 1929.
“Recently the New York Stock Exchange and 
the Institute committee have exchanged corre­
spondence as to the significance of accountants’ 
certificates and the most desirable form of 
wording.
“A ll these matters emphasize the importance 
of our profession and help tow ard the educa­
tion of the business public, not only as to the 
advantages of an independent audit, but w hat 
an accountant’s report and certificate mean. 
The provisions of the securities act and . . . 
the acts regulating the securities exchanges rec­
ognize in legislative form the importance of the 
independent, im partial viewpoint of the ac­
countant as applied to the facts disclosed by the 
books and records of the larger corporations.”
C o m p e t it iv e  B id d in g
A practical argument against the common 
practice of competitive bidding is advanced by 
the California Certified Public Accountant—the 
immediate gain arising from an engagement 
secured at the sacrifice of professional standing 
is counterbalanced by a subsequent loss, not
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only in prestige but also in dollars and cents.
“A competitive bid does not always result in 
an engagement,” the publication says, “but it 
may safely be said that it is always hoped that 
it will. If  the engagement is secured, the im­
mediate result is a reasonably assured fee of a 
given amount, which might not otherwise have 
been obtained. Most accountants, who enter 
competitive bids, do not, probably, at the time 
look beyond this fact. T he engagement may 
eventually result in an actual monetary loss, 
and the accountant may, in the end, be in a 
worse financial position than he otherwise 
would have been, but this is a contingency that 
may or may not arise and is seldom seriously 
considered at the time the bidding is entered
into. Or, since competitive bidding is indulged 
in prim arily from mercenary motives, the de­
sired immediate financial gain is more often 
secured through the simple process of reducing 
the amount of work performed to the extent 
that the desired profits are obtained. But this, 
sooner or later, results in a loss of reputation, 
which in turn may result in the loss of en­
gagements and the fees incident thereto during 
the balance of the professional career of the 
accountant. Unfortunately, however, the ac­
countant is always aware of the financial gains 
resulting from competitive bidding; he is sel­
dom aw are of the loss of engagements resulting 
from his failure to maintain a reputation of the 
highest standing.”
ACTIVITIES OF LOCAL SOCIETIES
E d u c a t i o n  f o r  A c c o u n t a n c y
How can a state society use its influence 
to raise the educational qualifications of 
those entering the profession of public ac­
counting? The committee on education of 
the Pennsylvania Institute of Certified 
Public Accountants makes concrete sug­
gestions, among them the following:
Development of a plan of cooperation 
with educational institutions, beginning 
with two chapter committee meetings 
yearly and the invitation thereto of all 
accountancy instructors within chapter 
areas.
Recommendation by the council to the 
state board of examiners that the educa­
tional prerequisites be amended to include, 
in addition to the high-school requirements, 
a further course of not less than three years’ 
study of essential subjects at an accredited 
school.
The educational committee of the Con­
necticut society recommends the following 
program:
a. Cooperation with schools and col­
leges in an attempt to standardize courses 
of study.
b. Awarding of prizes.
c. Establishment of library facilities for 
students and accountants.
d. Establishment of an accounting 
laboratory.
e. Inauguration of a speakers’ bureau.
f. Offering a form of associate student 
membership in the society.
C. P. A .  S t a n d a r d s
Harlan H. Horner, assistant commis­
sioner for higher education for the state 
of New York, speaking recently at a re­
gional conference of the New York State 
Society, complimented the certified public 
accountants of the state on their progress 
in creating high standards for the C. P. A. 
certificate.
He referred with particular gratification 
to a requirement which will become effec­
tive in 1938 , to the effect that each candi­
date for the C. P. A. certificate in New 
York shall present evidence that he has 
satisfactorily completed the course of study 
in a college or school of accountancy regis­
tered by the department of education as 
maintaining a satisfactory standard.
Dr. Horner also praised the work of 
the state board of certified public account­
ant examiners which, in cooperation with 
the council on accountancy and the deans 
of accountancy schools throughout the state, 
had compiled a syllabus of C. P. A. ex­
amination subjects which is expected to be 
of great value to accountants in prepara­
tion for examination.
A c c o u n t a n c y  L e g i s l a t i o n
The Pennsylvania Institute of Certified 
Public Accountants was recently added to 
the list of large state societies which have 
voted against the introduction of restric­
tive accountancy bills of the two-class type.
12
Bulletin of Am erican Institu te of Accountants
At its annual meeting the Pennsylvania In ­
stitute voted 68 to 6 in opposition to re­
strictive legislation of the two-class type 
proposed by a minority of the legislation 
committee.
The California state society recently 
voted 292 to 127  against a proposal to in­
troduce a similar bill in the state legisla­
ture.
At a meeting in March, members of the 
New York state society voted against a 
two-class restrictive bill by a vote of about 
3 to 2.
A c c o u n t a n t s  &  T a x  A d m i n i s t r a t i o n
The assistance that professional public 
accountants can give in planning the ad­
ministration of state tax laws has again 
been recognized. On July 1st the new 
gross receipts tax law of Kentucky was 
to become effective. The task of formu­
lating rules and regulations fell to the state 
tax commission. The Kentucky Society of 
Certified Public Accountants offered its as­
sistance and a meeting between the commis­
sion and a committee of the society was 
held on June 23rd.
Cordial relations were established and 
the foundation was laid for cooperation 
when other occasions arise. Incidentally, 
the committee reported that the system of 
accounting adopted by the commission was 
admirably devised for its purpose. It is 
said to be similar to those in use in Michi­
gan, Illinois, Iowa and Indiana.
A c c o u n t i n g  P r o c e d u r e
To use its influence in making the finan­
cial reports of corporations to their share­
holders uniform, trustworthy and informa­
tive, the Pennsylvania Institute of Certified 
Public Accountants has formally endorsed 
the principles set forth in the pamphlet 
Verification of Financial Statements, pre­
pared by the American Institute of Ac­
countants and issued by the federal reserve 
board, and has established a procedure for 
the review and criticism of financial state­
ments.
At its recent annual meeting, the Penn­
sylvania Institute adopted the resolution 
quoted, in part, below:
“Be it resolved, that the method of procedure 
outlined in this publication ( Verification of 
Financial Statements) is hereby recommended
to the members of the Pennsylvania Institute of 
Certified Public Accountants.
“Be it further resolved, that all financial 
statements reported upon by members of the 
Pennsylvania Institute of Certified Public Ac­
countants should state (where the items are of 
material amounts) the basis of valuation of the 
inventories, property accounts and other invest­
ments of the corporation whose accounts are 
reported upon. T he quoted market value of 
all securities carried in current assets should 
also be shown.
“Be it further resolved, that the president of 
the Pennsylvania Institute of Certified Public 
Accountants is hereby directed to appoint a 
committee to be known as ‘Committee for re­
view of financial statements,’ which committee 
shall consist of three members of each chapter. 
This committee shall review all published re­
ports of corporations containing Pennsylvania 
accountants’ reports and shall transmit to the 
council semi-annually a written report thereon. 
The ‘Committee for the review of financial 
statements’ shall have power to issue, after 
approval by the council, recommendations re­
lating to any questions that may arise in con­
nection with the administration of its duties. 
Each member of the Pennsylvania Institute of 
Certified Public Accountants is requested to fu r­
nish to the committee two copies of all such 
published reports containing his (or their) re­
port or any reference thereto.”
P u b l i c  A f f a i r s
State societies are more and more often 
using the prestige that they have won in 
the business community to foster legisla­
tion that their experience leads them to 
believe is sound and progressive. The Ohio 
society seized the opportunity offered by 
a special legislative investigation of build­
ing and loan conditions in that state to pro­
pose regulation of the accounting methods 
of building and loan associations.
Its spokesman urged a uniform system 
of accounts and the publication of a manual 
covering the peculiar problems of building 
and loan accounting. The society also 
recommended annual independent audits.
A. J. Lynn, of Louisville, Ky., is the author 
of an article on “Accounting, a requisite to 
efficiency in local government” appearing in 
The Balance-sheet, published at Cincinnati du r­
ing May.
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MEETINGS AND ELECTIONS
California
The 25th annual meeting of the California 
State Society of Certified Public Accountants 
was held at Los Angeles on June 8th and 9th. 
The following officers were elected for the 
coming year:
John F. Forbes, president; H arry  B. Mills, 
first vice-president; Anson Herrick, second vice- 
president; B. W. Bours, secretary-treasurer; 
and Joseph A. G arrett, George M. Thompson, 
W. B. Gibson, Ralph W. E. Cole and I. G ra­
ham Pattinson, directors.
Los A n g eles
A t the annual meeting of the Los Angeles 
chapter of the California State Society of Cer­
tified Public Accountants, held June 4th, the 
following officers and directors were elected: 
W illis C. Graves, president; J. B. Scholefield, 
vice-president; A. R. Cooper, secretary-treas­
u rer; James K. Gregory and W. J. Palethorpe, 
directors.
D istrict of Columbia
T he District of Columbia Institute of Certi­
fied Public Accountants held its annual meeting 
recently and elected the following to serve dur­
ing the coming year: Goodwin P. Graham, 
president; H arold C. Anderson, vice-president; 
and H arold S. Roberts, secretary-treasurer. 
Mr. Anderson and John Berg were elected to 
the board of governors.
Kentucky
T he annual meeting of the Kentucky So­
ciety of Certified Public Accountants was held 
at Louisville on June 13 th. W illiam A. Hifner, 
of Lexington, one of the founders of the society 
and a former president, was elected president 
emeritus. The following were elected to serve 
during the coming year:
B. O. Bradley, president; L. Tipton Young, 
first vice-president; Robert B. Haun, second 
vice-president, and Buell E. Henry, secretary- 
treasurer.
Louisiana
A fter communicating with the secretaries of 
all the state and national organizations of pub­
lic accountants in an attempt to find precedent 
for dealing with the problem of competitive 
bidding, a special committee of the Society of 
Louisiana Certified Public Accountants drafted
the following resolution which they recom­
mended to the society for adoption:
“W hereas, all competitive bidding is incon­
sistent with the practice of a profession and 
tends to lower the standards of professional 
service.
“Be it resolved, that the members of the So­
ciety of Louisiana Certified Public Accountants 
are of the opinion that the practice of selecting 
an accountant or firm of accountants on the 
basis of the lowest bidder is detrimental to the 
best interests of the accounting profession and 
of those to whom its services are directed, in 
that such practice tends to limit the scope of 
the work to be done and operates against mak­
ing a full disclosure of essential facts possible, 
eliminates all incentive for constructive ser­
vice, and engenders a competition of price 
rather than of quality; and
“Be it further resolved, that the committee 
on by-laws of the Society of Louisiana Cer­
tified Public Accountants be instructed to d raft 
a by-law defining a competitive bid and de­
claring unprofessional the submitting of a bid 
on accounting engagements of any description.
“Be it further resolved, that a committee be 
appointed to acquaint bankers, credit men, and 
the business public generally of the attitude 
which the society has taken with respect to 
competitive bidding.”
M aryland
The M aryland Association of Certified Pub­
lic Accountants held its annual meeting and 
election of officers at Baltimore on June 12 th. 
The following were chosen to serve for the 
next year:
F. Earl Reuwer, president; F. A. Shallen­
berger, vice-president; Edward G. Shipley, sec­
retary ; A. C. Meade, treasurer; Charles W. 
H atter, auditor; J. W allace Bryan, C. W. 
Smith, Edw ard J. Stegman and Ernest E. 
Wooden, directors.
M ichigan
The Michigan Association of Certified Public 
Accountants held its annual meeting at Detroit 
on June 14th, at which the following officers 
were elected: Merle A. Yockey, president; 
W illiam B. Isenberg, vice-president; C. M. 
Laux, treasurer, and Donald M. Kimball, Rus­
sell I. Rose and Arnold L. Barrett, directors. 
W illiam H. Ball was re-elected secretary.
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Nebraska
The annual meeting of the Nebraska Society 
of Certified Public Accountants was held at Lin­
coln on June 23rd. T he following officers were 
elected: E. C. Loucks, president; E. L. Fulk, 
vice-president; W ayne McPherren, secretary; 
Thomas A. Maxwell, treasu rer; C. B. Reming­
ton, J. B. Begley and E. E. Lanphere, directors.
New York
The first regional conference of the New 
York State Society of Certified Public Account­
ants was held at Skaneateles Lake, near Syra­
cuse, on June 29th. It was attended by repre­
sentatives of trade and banking groups and by 
members of the society from the four chapters 
at Buffalo, Rochester, Syracuse and Albany.
Speakers at the conference were M orris S. 
Tremaine, comptroller of the state of New 
York, H arlan  H. Horner, assistant commissioner 
of higher education of the state of New York, 
Cleaveland V. Childs, a banker of Troy, N. Y., 
Rolland M arvin, mayor of Syracuse, and W alter 
A. Staub, president of the society.
Mr. Tremaine, stressing the necessity of an 
upturn in municipal credit before business can 
recover, said that public accountants can do 
much to improve the credit rating of cities by 
teaching them to publish financial statements 
comparable to those issued by business cor­
porations. The control of depression is more 
in the hands of public accountants than anyone 
else, he said, for they can persuade their cli­
ents not to overextend their credit in times of 
prosperity, and to protect their credit in de­
pressed times by full presentation of the facts 
and figures of their business.
The three-party relationship of accountant, 
client and banker was discussed by Mr. Childs. 
He said that the work of the accountant should 
be extended beyond the preparation of financial 
statements to be presented with the application 
for credit. He should advise his client during 
the time that the loan is outstanding on such 
matters as budgets and operating methods.
At a luncheon meeting on June 26th at New 
York, Joseph D. McGoldrick, comptroller of the 
city of New York, addressed members of the 
society. Others attending as guests were W il­
liam R. Donaldson, deputy comptroller of the 
city, Charles J. Maxcy, chief of the city divi­
sion of municipal research and statistics, and 
Duncan MacInnes, chief accountant of the de­
partment of finance. The meeting was held
under the auspices of the society’s committee on 
municipal accounting and finance.
N orth  Carolina
Leslie A. Heath has been elected treasurer of 
the North Carolina Association of Certified 
Public Accountants to fill the unexpired term of 
Z. P. Zum Brunnen. Mr. Zum Brunnen was ad­
vanced to vice-presidency to fill the vacancy 
created by the resignation of James I. Mason. 
Mr. Heath also becomes a member of the board 
of directors and of the special legislative com­
mittee considering amendment to the account­
ancy laws of North Carolina.
Pennsylvania
The annual meeting of the Pennsylvania In­
stitute of Certified Public Accountants was held 
on June 2 1 st, 22nd and 23rd at the Bedford 
Springs Hotel, Bedford, Pa.
Clarence L. T urner, formerly vice-president, 
was elected president to succeed A drian F. San­
derbeck. Others elected to office are: James M. 
Cumming, vice-president; Robert J. Bennett, 
secretary; Donald M. Russell, treasurer; F ran­
cis P. Byerly, W illiam  R. Main, John C. Parry, 
A drian F. Sanderbeck and H arry  Ness, mem­
bers of the council.
At the first business meeting, the report of 
the legislative committee was considered. 
Because of a difference of opinion among the 
members of the committee on the subject of a 
proposal that the Institute support restrictive 
legislation to regulate the profession in Penn­
sylvania, separate reports were filed setting 
forth at considerable length the arguments for 
and against the proposal. A fter open forum 
discussion of the subject, a ballot was cast and 
by a vote of 68 to 6 a resolution opposing 
restrictive legislation was adopted.
The recommendation of the full committee 
that section 318 of the business corporation code 
of Pennsylvania be amended to provide that 
annual reports submitted by corporations to 
shareholders should include a statement of sur­
plus or deficit account was also approved. The 
further recommendation that should the C. P. A. 
law  of the state be amended consideration be 
given to provisions protecting the confidential 
relationship between accountant and client and 
the accountant’s property right in working pa­
pers and memoranda made incident to profes­
sional service to clients was approved.
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Following the business session there was a 
ladies’ bridge tournament and following that a 
Dutch lunch.
D uring the morning of the second day of the 
meeting there were held golf tournaments for 
members and guests and a putting tournament 
for the ladies attending.
The business meeting of this day was devoted 
to reports of officers and committees and to 
addresses. John L. Carey, secretary of the 
American Institute, and W illiam C. Heaton, 
vice-president of the American Society of Cer­
tified Public Accountants, were introduced and 
spoke briefly.
Paul W. Pinkerton, speaking on the sub­
ject of “Financial reports of corporations,” 
reviewed the measures taken by the New 
York Stock Exchange, largely in cooperation 
with the American Institute, to provide invest­
ors with adequate information respecting the 
financial affairs of listed corporations. Floyd F. 
Toomey, formerly assistant general counsel of 
the bureau of internal revenue, analyzed the 
provisions of the revenue act of 1934.
The evening of this day was devoted to the 
annual banquet, dancing and bridge.
On the last day of the meeting officers for the 
coming year were elected and installed. At 
this session a memorial to Joseph Sterrett, re­
cently deceased member of the American Insti­
tute and of the Pennsylvania Institute, prepared 
by T . Edward Ross, was read by Frank A. W il­
lison, of Pittsburgh. Following a session of 
council, the meeting was adjourned.
Oregon
At the recent annual meeting of the Oregon 
State Society of Certified Public Accountants, 
the following officers and directors were elected:
•Ernest Farnand, president; Frank S. Hecox, 
vice-president; F. G. W right, secretary; R. B. 
Stratford, treasurer; J. G. G oldrainer, H. W. 
McIntosh, I. D. Wood, Pearce C. Davis and R. 
Erickson, directors.
Rhode Island
The provisions of the revenue act of 1934 
were discussed by Edward C. Daly, at a meet­
ing of the Rhode Island Society of Certified 
Public Accountants held at Providence on June 
19 th. C. W atson Scott, recently elected presi­
dent, presided.
Tennessee
The annual meeting of the Tennessee Society 
of Certified Public Accountants will be held at 
Knoxville on August 24th and 25th, it was de­
cided at a special meeting at Nashville on June 
14th.
Texas
At a meeting of officers and directors of the 
Texas Society of Certified Public Accountants 
at Galveston on June 23rd, it was decided to 
hold the annual meeting of the society at Dallas 
in October. The exact dates will be set later. 
A meeting of the state board of examiners was 
held in conjunction w ith that of the society.
Pacific Northwest
Public accountants from California, Idaho, 
Oregon and W ashington met at Portland on 
June 22nd and 23rd for the twelfth annual con­
vention of the Pacific Northwest certified pub­
lic accountants, sponsored by the W ashington 
and Oregon societies.
Ernest Farnand, president of the Oregon So­
ciety of Certified Public Accountants, was chair­
man on the first day. Addresses were made by
F. Gibson W right, of Portland, on “Effects of 
recent treasury decisions on accounting for de­
preciable assets,” with discussion by Neil Sex­
ton, of Seattle; by Harold L. Scott, of Seattle, 
on “C. P. A. legislation,” w ith discussion by 
A. R. Sawtell, of Portland; by J. G. Gilling­
ham, of Portland, on “Charts as a barometer,” 
with discussion by R. D. White, of Seattle; and 
by Albert J. Watson, of San Francisco, on “The 
effect of the federal securities act as amended 
on the practice of public accounting.” An open 
forum discussion was led by L. D. Kork, of 
Portland. An address of welcome w as made by 
J. K. Carson, Jr., mayor of Portland.
On the second day Don S. Griffith, president 
of the Washington society, served as chairman. 
W illiam McAdam, of Seattle, spoke on “Sig­
nificant changes in the income tax law,” with 
P. C. Davis, of Portland, leading discussion; 
J. F. Lee, of Portland, on “ Internal check and 
disclosure of defalcations,” with discussion by 
James M. McConahey; S. E. Hoover, of Seattle, 
on “Uniform accounting for industries,” with 
E. E. Bosworth, of Corvallis, leading discus­
sion; and James E. Crawford, circuit court 
judge of Multnomah county, on “Auditing evi­
dence.”
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AMERICAN INSTITUTE OF ACCOUNTANTS
Annual Meeting
A  tentative program for the annual 
meeting of the Institute at Chicago, Octo­
ber 15th to 1 8th, is given below. The 
headquarters of the meeting will be the 
Stevens Hotel, Michigan boulevard, be­
tween 7th and 8th streets.
M onday, October 1 5 th
1 0 : 0 0  A.M. Meeting of council (executive ses­
sion).
7:30 P.M.  Meeting o f  representatives of 
state accountancy boards (open 
session).
M aurice E. Peloubet, chairman, 
American Institute of Accountants’ 
board of examiners, will preside. 
A ddress: (Subject and speaker to 
be announced).
Discussion.
9 :00  P.M. Reception for visiting members 
and ladies.
Tuesday, October 16 th
9 :30 A.M. General session.
John F. Forbes, president of the 
Institute, will preside.
Invocation.
Welcome to representatives of for­
eign societies.
President’s address.
Annual reports.
10:45 a .m . A ddress: (Subject and speaker to  
be announced.)
Discussion.
12:45 P.M.  Luncheon interval.
2  :00  p .m . Simultaneous round-table discus­
sions:
1 . “How accountants can serve 
municipalities.” Lloyd Morey, 
chairman of the Institute’s spe­
cial committee on governmental 
accounting, will preside. 
Speaker: Carl H. Chatters, 
secretary, National Committee 
on Municipal Accounting. 
Discussion leader: G. Charles 
Hurdman, chairman, committee 
on municipal accounting, New 
York State Society of Certified 
Public Accountants.
2 . “The possibility of uniform ac­
counting for industry.”
Elmer L. Hatter, vice-president 
of the Institute, will preside. 
Speaker: Charles B. Couchman, 
past president, American In­
stitute of Accountants. 
Discussion led by Lewis Ash­
man.
Entertainment will be arranged 
for the evening.
W ednesday, October 17th
The entire day will be devoted to 
recreation.
Golf events will take place at 
Olympia Fields Country Club, as 
follows:
Team competition for Missouri 
Golf Trophy.
Individual handicap tourna­
ment—prizes for low gross and 
net scores.
A tennis tournament among state 
society or chapter teams, for pos­
session of the Missouri Tennis 
T rophy will be held.
Groups may be conducted through 
the Century of Progress Exposi­
tion.
Thursday, October 18 th
9 : 3 0  A.M.  General session.
P. W. R. Glover, vice-president of 
the Institute, will preside.
Election of officers.
Selection of 1 9 3 5  meeting place. 
Other matters of business. 
1 0 : 3 0 A . M .  Address: (Subject to be an­
nounced), by A rthur D. Whiteside, 
president, Dun & Bradstreet, Inc., 
former deputy administrator of 
NRA.
Discussion.
1 2 : 3 0  P.M.  Luncheon interval.
2 : 0 0  P.M. A ddress: “Revenue act of 1 9 3 4 , ”  
by W right Matthews, assistant to 
the Commissioner of Internal Rev­
enue.
Discussion led by Frederick B. 
Andrews.
4 : 3 0  P.M. Meeting of council (executive ses­
sion).
7 : 3 0  P.M. Annual banquet.
(Toastmaster to be announced).
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As plans for the program near comple­
tion, it appears that the 1934 annual meet­
ing will be one of the most important 
gatherings of public accountants in recent 
years.
Arthur D. Whiteside, president of Dun 
& Bradstreet and former deputy adminis­
trator of the N .R.A., has accepted an in­
vitation to speak at one of the sessions. 
M r. Whiteside, in his capacity as a deputy 
administrator, presided at the hearings on 
the code of fair practice for investment 
bankers, the accounting provisions of which 
were drafted with the assistance of the In­
stitute. As president of Dun & Bradstreet, 
M r. Whiteside has been keenly interested 
in accounting statements and independent 
audits as a protection to the grantor of 
commercial credit.
Charles B. Couchman, a past president 
of the Institute and a member of its special 
committee on cooperation with stock ex­
changes, will be the speaker at a round­
table discussion on “ The possibility of uni­
form accounting for industry.”  The sub­
ject has become very important in the eyes 
of accountants and M r. Couchman’s ad­
dress is expected to create much interest 
among those who attend this session. Lewis 
Ashman, of Chicago, will lead the discus­
sion, and Elmer L . Hatter, vice-president 
of the Institute, will preside.
As announced in the Bulletin for July, 
Wright Matthews, assistant to the com­
missioner of internal revenue, will be one 
of the principal speakers. His topic will 
be “ The revenue act of 1934,”  and he is 
also expected to comment on treasury de­
cisions and other matters that are of par­
ticular interest to accountants. Discussion 
on M r. Matthews’ address will be led 
by Frederick B. Andrews, of Chicago.
G . Charles Hurdman, chairman of the 
committee on municipal accounting of the 
New York State Society of Certified Pub­
lic Accountants, will lead discussion on the 
address of Carl H. Chatters, secretary of 
the National Committee on Municipal 
Accounting, at a round-table session on the 
subject of “ How accountants can serve 
municipalities.”  M r. Hurdman has been 
very active in problems of municipal ac­
counting in the state of New York and is 
looked upon as an authority in that field.
Lloyd Morey, chairman of the Institute’s 
committee on governmental accounting, 
will preside.
T r a n s p o r t a t i o n
Special railroad fares are available for 
round trips to Chicago during the continua­
tion of the W orld’s Fair up to October 
31st. The special rates apply to what are 
known as “ Century of Progress”  tickets, 
which are good for the round trip at a 
cost of one one-way fare plus 25 cents. 
Round-trip Pullman accommodations may 
be purchased in conjunction with “ Century 
of Progress”  tickets for one and one-half 
times the regular one-way fare.
“ Century of Progress” tickets are good 
going on Tuesdays and Saturdays and have 
a final return limit of 15 days in addition 
to date of sale. The same route must be 
used in both directions.
Arrangement has been made for reduced 
convention fares under the certificate plan. 
These convention fares will not be applic­
able to those who purchase “ Century of 
Progress” tickets, but it is understood that 
the “ Century of Progress”  ticket holders 
will be counted as forming part of the 
minimum of 100 in attendance at the meet­
ing in order to permit convention certifi­
cate holders the benefit of reduced fares. 
Under the convention certificate plan the 
ticket holder must return over the same 
line as that used on the going journey. 
Accordingly, those who do not take ad­
vantage of the “ Century of Progress”  re­
ductions, because of inability to return 
within the 15 day limit, may request con­
vention certificates upon purchasing their 
tickets to Chicago. If the minimum of 
100 in attendance is complied with, of 
which there is very little doubt this year, 
certificates may be validated at Chicago, 
and the return trip for those holding con­
vention certificates will cost only one-third 
of the regular fare. In other words, the 
round trip will cost one and one-third 
times the ordinary one-way fare.
Special cars for those attending the meet­
ing from New York will be reserved on the 
New York Central train leaving Grand 
Central Terminal at 4:20 p.m. (S. T .)  
on Saturday, October 13th. This train 
is known as the Commodore Vanderbilt.
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It arrives at Chicago at 10 :35  a.m. (C. T .)  
Sunday, October 14th. Reservations 
should be made through the secretary of 
the Institute, indicating the space desired, 
and indicating also whether or not the 
space will be purchased in conjunction with 
a “ Century of Progress”  ticket or a con­
vention certificate.
T e n n i s
The Missouri Society of Certified Pub­
lic Accountants has presented to the In­
stitute a cup to be known as the “ Missouri 
tennis trophy.”  This trophy is to be the 
permanent property of the Institute, and 
will be competed for at the annual meet­
ings, the first matches for its possession 
being held at the Chicago meeting.
Except as specifically provided in the 
rules, which are published in full else­
where in this Bulletin, the prevailing rules 
of tennis, as published by the United States 
Lawn Tennis Association, will apply.
G o l f
The annual competition for possession 
of the Missouri golf trophy will take place 
at the Olympia Fields country club, as 
announced in the program. The cup is 
now held by the New York State Society 
of Certified Public Accountants.
Chapters of the Institute and state 
societies are invited to enter four-man 
teams in the tournament. Each man on 
the team must be a member of the chapter 
or society which he represents. The team 
with the lowest aggregate gross score will 
gain possession of the trophy for the en­
suing year.
T o  provide for a method of inscribing 
the names of future winners of the cup, 
the Missouri society has undertaken to pro­
vide eighteen silver golf pennants to be 
suspended over the rim.
There will be prizes for individual low 
gross and net scores in addition to the team 
matches for the trophy.
C o m m i t t e e s
As announced earlier, the Institute’s 
committee on meetings consists of:
John P. Dawson, chairman, Chicago.
Robert E. Payne, Chicago.
George W . Rossetter, Chicago.
The following appointments have been 
made by M r. Dawson:
Frederick B. Andrews, chairman, business 
sessions committee.
Eric L. Kohler, chairman, round table dis­
cussions committee.
George W . Rossetter, ' chairman, publicity 
committee.
M rs. Roy Andreae, chairman, ladies com­
mittee.
Mrs. Andreae has enlisted the assistance 
of the following in arranging entertain­
ment for the ladies in attendance:
M rs. Homer L. Miller 
M rs. Fred J . Duncombe 
M rs. Charles W . Jones 
M rs. W illiam  F. G. Ross 
M rs. Hiram T . Scovill 
M rs. Edw ard B. Wilcox 
M rs. Henry C. Hawes 
M rs. Cyril Talbot 
M rs. H. A . Finney 
M rs. J .  H. Gilby 
Mrs. D avid Himmelblau 
M rs. Robert E. Payne 
M rs. Russell H. Morrison 
M rs. George W . Rossetter 
M rs. Lewis Ashman 
M rs. Edw ard E. Gore 
M rs. F. B. Andrews 
M rs. Peter S. Barton 
M rs. John A . Cooke 
M rs. C. R. Whitworth 
M rs. Robert C. Brown 
M rs. G. T .  Burns 
M rs. L. Peterhans 
M rs. Arch. F. W agner 
M rs. R. A . Zimmermann 
M rs. Charles H. Langer 
Miss Eleanor Berger 
M rs. John Medlock
Accounting Terminology
Members of the special committee on 
terminology met at the offices of the Insti­
tute on August 9th to consider problems 
arising in the revision of its preliminary 
report, published by the American Institute 
Publishing Company in March, 19 31.
The following members of the commit­
tee were present: Alexander H . Beard, of 
New York ; Eric L . Kohler, of Chicago, 
and Gabriel A. D. Preinreich, of New 
York.
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Elections
In the absence of protest, the president 
has declared elected as members and asso­
ciates, respectively, the following appli­
cants whose election was recommended by 
the board of examiners and approved by 
the council by a mail ballot:
A dvanced to membership:
A . D eW itt Alexander, San Francisco
O. R. Heppley, Salt Lake City 
S. Carleton Kingston, New York
A dm itted  as members:
Perrin L. Babcock, Syracuse 
Earl R. Beaman, Los Angeles 
George R. Beeler, Fort W ayne  
Andrew K . Birch, Philadelphia 
Fred H. Brown, San Francisco 
John Philip Brown, Chicago 
Lionel A . Champagne, Baton Rouge 
Edmund A . Clarke, New York  
T . Donald Cockburn, Buffalo
E. E . Coffer, Little Rock 
Raymond D. Crenshaw, Los Angeles 
Seth A . Densmore, Burlington, Vt.
Ralph B. Eglin, Shreveport
E. P. Ellenberger, Cleveland 
A sa Standley Fox, Little Rock 
Cedi D. Giles, N ew  York  
Avon B. Goodrum, Little Rock 
Edw ard J. Hahn, New York  
D avid K. Harbinson, Chicago 
Robert B. Hawthorn, Baton Rouge 
Burton M . Irving, Baltimore 
Arthur R. Janes, New York  
W alter E. Kiefer, N ew York  
Howard Kroehl, Chicago 
George Landwehr, New Orleans 
John O. Lankston, New Orleans 
Jack B. Lieben, New York  
Kenneth P. M cCready, Youngstown 
John L. M cKewen, Baltimore 
John C. M acAlpine, Jr., Philadelphia 
A lan  Grant Mann, Salt Lake City
O. H. Maschek, Beaumont 
W ayne E. M ayhew, Ogden, Utah 
Herman F. M azur, Port Arthur, Texas  
Charles R. M iller, Chicago 
Louis Perlysky, Hartford 
C. R. Phelps, Beaumont 
Louis H. Pilie, New Orleans 
W illiam  E. Porter, New York  
Clarence A . Quinn, Memphis 
Glenn A . Railsback, Pine Bluff, Ark. 
Mannie J . Reinberger, Pine Bluff, Ark.
N. O. Richardson, Beaumont 
Leopold Roeder, New York  
George H. Roehsner, Tam pa
G. A . Ruhl, Baton Rouge 
M elvin H. Schissler, Bethlehem, Pa. 
Howard A . Schnepfe, Baltimore 
Charles L. Seemann, New Orleans 
Clifford G . Snow, Salt Lake City 
W illiam  A . Stone, Baltimore
J. L. Swofford, Fort Smith, Ark.
W illiam  E. Taylor, Phoenix
F. J . Venner, Little Rock 
H arry L. Viser, Shreveport 
Newton V. W agner, Chicago 
W . M . W agner, Chicago 
Jackson P. W ard, New Orleans 
August A . Wegmann, N ew Orleans 
John Robert White, Los Angeles
A dm itted  as associates:
H arry F. Dodge, Jr., Little Rock 
George W . Franzman, San Francisco 
Clarence N. Hallmark, Fort Smith 
Herbert J .  Hausser, Cleveland 
Trum an Newton, Pine Bluff 
W alter S. Savage, Monroe, La.
Leslie R. Waggoner, San Francisco
Federal Corporation Law
The president of the Institute has ap­
pointed a special committee on federal cor­
poration law, which consists of the follow­
ing:
Homer N. Sweet, chairman, Massa­
chusetts.
A. M . Calmenson, Minnesota.
John F. Kerslake, Pennsylvania.
Lewis Lilly, California.
Paul W . Pettingill, Illinois.
Robert E. Payne, Illinois.
The purpose of the committee will be 
to consider the possibility of the enactment 
of a federal corporation law and to de­
termine in what manner such a statute 
might affect the practice of accountancy. 
In the event of the consideration of such 
legislation by congress, the committee 
would be prepared to offer recommenda­
tions on its accounting features.
Institute To Be Represented at Meet­
ing of Texas Society
The Institute is to be officially repre­
sented at the annual meeting of the Texas 
Society of Certified Public Accountants, at 
Dallas, October n th  and 12th, by Archie 
M . Smith, of New Orleans, a member of 
council.
M r. Smith will address the society mem­
bers on the activities of the Institute in 
meeting the current problems of the pro­
fession. Upon the close of the meeting, he 
will proceed to Chicago to attend the an­
nual meeting of the Institute.
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Development of the Institute
P i t t s b u r g h
Further expansion of the special com­
mittee on development of the Institute has 
been effected by the appointment of a local 
subcommittee in the Pittsburgh territory. 
The personnel of this committee follows:
O. G . Richter, ch a irm an , L . P. Collins, 
Ernest Crowther, Cecil White, W . F. 
Marsh, and Irwin C. Snyder, all of Pitts­
burgh.
N e w  Y o r k
Fred. L. Main, New York member of 
the special committee on development of 
the Institute, acted as host at a luncheon 
at the Lawyer’s club, New York, August 
10th, at which a local sub-committee on 
development of the Institute was organized. 
The following members, all of whom ac­
cepted appointment to the sub-committee 
were present at the luncheon, which was 
also attended by the secretary of the In­
stitute: Fred L . Main, chairman, Harold 
Beairsto, William R. Donaldson, G . 
Charles Hurdman, Louis H. Rosoff, Fred­
eric W . Squires, Elmer O. Stevens, Morley
S. W olfe and Frederick W . Wulfing.
Alexander Makay, who was unable to 
be present at the luncheon, subsequently 
accepted appointment to the sub-committee. 
A  program of activity will be laid out in 
the near future and another meeting of the 
sub-committee will be held.
Governmental Accounting
Possible cooperation between the Amer­
ican Institute of Accountants and the Na­
tional Municipal League has been the sub­
ject of consideration during the past month.
On Ju ly  26th, a conference was held 
at the offices of the Institute at which the 
league was represented by H. Frazer Kam- 
meyer and M . K . Scott, the New York 
State Society of Certified Public Account­
ants by G. Charles Hurdman and Louis H. 
Renn and the Institute by Henry B. Fer- 
nald, member of the special committee on 
governmental accounting, and the secre­
tary. The League’s plans, including the 
organization of local citizens’ councils for 
constructive economy, were discussed, and 
it was explained by the League’s repre­
sentatives that its efforts would be limited
for the present to the State of New York. 
In view of that fact, the decision was 
reached that the Institute would not 
participate actively at this time and that 
the New York state society would under­
take to advise the League until problems 
arose which fall properly within the scope 
of a national organization.
Cooperation with Securities Commis­
sion
A  group of accountants, all members of 
the American Institute of Accountants, was 
invited to confer with the newly formed 
securities and exchange commission on Ju ly  
19th. At a meeting in the offices of the 
commission held that day there was discus­
sion of the accounting problems confront­
ing the commission in administration of 
the securities act of 1933 and the new 
securities exchange act of 1934.
The accountants presented suggestions 
with respect to the type of information 
which might properly be required by the 
commission and stressed the desirability of 
flexibility in accounting requirements. The 
commission requested that a committee of 
accountants be formed which might be 
available for consultation with the com­
mission from time to time. It was an­
nounced that the American Institute of 
Accountants had already appointed such a 
committee.
Later the Institute’s committee, with the 
collaboration of representatives of the 
American Society of Certified Public Ac­
countants, prepared written suggestions for 
submission to the commission as a result 
of the conference.
Appointment
Charles E. Mather, New York, member 
of the board of examiners of the American 
Institute of Accountants, has been ap­
pointed by the president to represent the In­
stitute on the National Advisory Commit­
tee of Citizens, an adjunct of the National 
Schoolmart and National Schoolview, 
which are sponsored by the National As­
sociation of Public School Business Offi­
cials, Teachers College, Columbia Uni­
versity and the School of Education, New 
York University.
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Regulations recently promulgated by the 
reconstruction finance corporation under 
the act of congress approved June 19 , 1934 , 
relating to direct loans by the corporation 
for industrial purposes, provide for audit 
of the applicants’ accounts by independent 
accountants, the submission of prescribed 
financial statements and contain other pro­
visions that bear directly upon the practice 
of public accountancy.
As stated in form L -173 , an applicant 
for a loan under the act must agree at all 
times to keep proper books of account and 
to maintain a standard and modern system 
of bookkeeping. It must further agree to 
an examination at its own expense, in such 
manner and at such times as the R .F.C . 
may require, of any books or records relat­
ing to its financial condition.
As long as the loan shall be outstanding 
the applicant must agree to furnish to the 
R .F .C . complete reports of its financial 
condition as at the end of each semi­
annual period of his fiscal year within 
60 days after the close of such period. 
These must be certified by a responsible 
officer of the concern. It must further 
agree to furnish, if requested by the 
R .F .C ., within 120 days after the close 
of each fiscal year, an audit certified by 
independent public accountants satisfactory 
to the R .F.C ., showing the applicant’s 
financial condition and the result of opera­
tions for the period.
As a part of its application for a loan, 
the applicant must submit a comparative 
statement of condition, a comparative state­
ment of income and expense and current 
financial statements as of a date not over 
30 days preceding date of application. It 
must also furnish an audit report, certified 
by independent accountants, as of a date 
not more than six months preceding the 
date of application. I f  the foregoing state­
ments are not on a consolidated basis, an 
independent audit of each subsidiary and 
affiliated organization as of the same date 
as the applicant’s audit is required.
The applicant must agree to reimburse 
the R .F .C . for any expenses incurred by it 
arising out of the application, including 
those which may be incurred in the conduct
Accounting Requirements of R. F. C. of investigations and examinations by ac­
countants acting as agents of the R .F.C .
A c c o u n t a n t s ’ F e e s
Prior to the granting of a loan the ap­
plicant must depose that he has not paid 
and must agree that he will not pay to any 
person a bonus, fee or commission in con­
nection with the application for or obtain- 
ing of the loan. Contingent fees are 
specifically forbidden.
The regulations further provide that the 
amount of any charge or expense, in con­
nection with the loan or application, for 
the services of accountants or others, must 
be stated in the application. In the event 
that such compensation is not determinable 
at the date of the application, it is provided 
that no compensation for such services 
shall be paid without the written consent 
of the R .F .C .
Calling attention to these requirements, 
the Institute communicated with Jesse H. 
Jones, chairman of the R .F.C ., and pointed 
out that the regulations, if made less rigid, 
might be more effective. Portions of this 
letter follow:
“ It is exceedingly difficult for a professional 
accountant to state in advance precisely what 
fee his work will entail. It is generally pos­
sible to make a flexible estimate of the fee, but 
reputable accountants are careful to explain 
to their clients that if in the course of their 
investigation some unforeseen conditions are 
discovered more time and effort than that orig­
inally estimated may be necessary in order to 
complete an adequate investigation. In such 
circumstances the accountant would find it 
necessary to charge a fee higher than that 
originally estimated.
“ I f  under conditions such as those outlined 
an applicant had contracted with the R. F. C. 
to pay no fee to the accountant greater than 
that originally estimated, the accountant would 
be faced with the alternative of losing money 
on the engagement or curtailing his investiga­
tion to such an extent that loss would be 
avoided. Such curtailment would obviously in­
validate the protection which an independent 
audit is presumed to afford and reputable ac­
countants would prefer to lose money on an 
engagement rather than to risk the loss of repu­
tation which might result from inadequate in­
vestigation. However, it is not reasonable to
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suppose that many accountants would accept 
engagements in which the risk of loss was great, 
and there might be a tendency for work of 
this character to fall into hands of less able 
and less cautious accountants.
“ The alternative to quotation of a flat fee 
in advance is an agreement that the applicant 
will not pay a fee without prior written con­
sent of R. F. C. Reputable accounting firms 
already enjoying a satisfactory practice would 
be reluctant, it might reasonably be supposed, 
to undertake engagements in which unforeseen 
difficulties might arise, the fee for which was 
to be dictated by an officer or agent of the 
R. F. C. who might have no means whatever 
of estimating the various factors which led to 
the accountant’s charge for the work.
“ Our fear is chiefly that a rigid requirement 
of this kind may have the tendency of throw­
ing audits for purposes of R. F. C. loans into 
the hands of less competent and less responsible 
practitioners. This has been the experience in 
municipal audits in many parts of the country 
because of the fact that advance bids are often 
required, and reputable firms prefer not to 
engage in competitive bidding for engagements 
for the reasons already stated.
“ Would it not be possible to accomplish the 
results you have in mind through a little less 
rigid requirements? Accountants throughout 
the country w ill readily recognize that fees in 
engagements undertaken for purposes of R. F. C. 
loans should be reasonable. The rules of pro­
fessional conduct of the American Institute of 
Accountants forbid contingent fees in cases of 
this kind and we are delighted to note that 
your regulations specifically forbid fees of this 
character.”
Subsequent to the sending of this letter, 
a representative of the Institute conferred 
with the R .F.C . and received an explana­
tion of the policy of the corporation with 
respect to accountants’ fees.
It was indicated that if circumstances 
are such that the work of the accountant 
is not completed at the time the applica­
tion is submitted, only the fee for work 
to that date need be stated, with a paren­
thetical reference to the fact that the en­
gagement is not yet complete; or a state­
ment may be made that the engagement is 
not complete and the total fee may be 
stated as an estimate. Assurance was given
that any reasonable fee, even though it ex­
ceeded the estimate, would be approved.
The fact that an accountant can not 
properly quote in advance a fee for future 
work was fully appreciated, it was said. 
It was further stated that occasions in­
volving this difficulty would probably not 
be frequent, because most of the financial 
statements required must be filed with the 
application and the work of the account­
ant therefore would usually be completed 
and his fee would be determinable. The 
Institute was invited to present any prob­
lems that might arise in the performance of 
engagements under the regulations and was 
assured that they would receive proper 
consideration.
Dominion Association of Chartered 
Accountants
Officers and members of the American 
Institute of Accountants have been invited 
to attend the annual meeting of the 
Dominion Association of Chartered Ac­
countants, which will be held at Montreal, 
September 4th to 7th, 1934. The Institute 
will be represented officially by its presi­
dent, secretary and possibly other officers.
The first two days of the meeting will 
be devoted to meetings of council and ex­
ecutive committee, registration and, on the 
evening of September 5th, a reception for 
members and guests at the Mount Royal 
hotel, which will be the headquarters of 
the meeting. The first general session will 
convene at 9:30 a.m. on September 6th. 
It will be devoted largely to the address 
of welcome, the president’s annual address 
and the delivering of reports. The after­
noon of this day will be given over to golf 
and sight-seeing excursions. A ll attending 
the convention will be entertained at a din­
ner dance by the Society of Chartered Ac­
countants of the Province of Quebec.
The second general session, on the morn­
ing of the 7th, will include the reading of 
a paper on “ The new Dominion companies 
act”  by Alfred B. Shepherd, of Toronto, 
and discussion of the subject. The after­
noon session of this day will be devoted 
to two papers, “ Investigations,”  by J .  Gray 
Mundie, of Winnipeg, and “ Some phases 
of income tax,”  by A. P. Foster, of Van­
couver.
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A t the annual banquet, which will be 
held at 7:30 p.m. on September 7th, Dr. 
W . C. Clark, deputy minister of finance, 
Ottawa, will speak on “ The Bank of 
Canada.”
Arrangements may be made for golf dur­
ing the week-end following the meeting.
It will be remembered by many that 
George C. McDonald, president of the 
Dominion Association, attended the 1933 
annual meeting of the American Institute 
at New Orleans.
A ll members of the Institute who de­
sire to attend the meeting at Montreal 
should notify the secretary of the Institute 
of their intention so that the proper ar­
rangements may be made.
Rules of Competition for the Mis­
souri Tennis Trophy
Following are the rules that will govern 
competition for possession of the Missouri 
tennis trophy at the annual meetings of the 
Institute:
1. T h e local tennis committee, wherever the 
annual meeting of the American Institute of 
Accountants is held, shall make arrangements 
for judges and umpires; for courts, equipment, 
and tennis balls; and for conducting the tourna­
ment competition and reporting the results 
thereof to the Institute.
T h e local committee shall also attend to the 
presentation of the trophy and shall each year 
have engraved on the trophy the year, the 
names of the members of the winning team, 
and the name of the state society or chapter 
to which they belong. The trophy shall be 
retained by the winning state until the next 
annual competition.
2. Competition for the trophy will be open 
to any state society or chapter thereof, but 
not to more than one team from each chapter. 
Competing teams shall consist of two members 
or auxiliary members (provided they be bona 
fide accountants) of each state society or chap­
ter, and one woman who must be a relative 
of one of the members of the team.
Each state society or chapter thereof desir­
ing to enter a team, shall choose a team from 
among its members or auxiliaries by competi­
tion or appointment at some time prior to 
the date of the Institute’s annual meeting.
3. T h e various teams shall play against each
other by rounds, the winners of the first round 
being paired and so on, and the winners of 
the final round shall be declared the winner 
of the trophy for the year.
4. The matches shall consist of play by the 
various teams of—
2 singles matches of three sets each— men;
1 mixed doubles match of three sets— one 
man and one woman on each side.
Each male player of a team shall be re­
quired to play in one of the two singles matches, 
and each team must advise the committee in 
charge, in advance of the date of the annual 
meeting, which of these male players is No. 1 
player and which is No. 2 player.
The winner shall be the team first gaining 
two matches. The singles matches shall be 
played first, and in the event that one team 
wins both of these matches, the mixed doubles 
may, at the discretion of the committee, not 
be played.
I f  the number of teams entering the com­
petition is so great that it may not be possible 
to complete the tournament within the time 
allotted, the committee shall have power to 
modify the foregoing rules so as to insure that 
the tournament be completed.
A fter the year 1934, if possible, entries for 
the competition should be made 30 days before 
the date of the annual meeting, so that if  made 
necessary because of the number of entries, 
the committee in charge of arrangements may 
require matches to be played by districts desig­
nated by them, leaving only the semi-final and 
the final matches to be played during the an­
nual meeting.
In all other respects, the prevailing rules of 
tennis, as published by the United States Lawn  
Tennis Association, will apply.
5. A  copy of these rules will be kept on file 
in the office of the secretary of the Institute, 
and the committee in charge of arrangements 
in the city where the Institute is to convene 
should receive a copy of these rules at least 
45 days prior to the date of each meeting.
John R. McCartan, of Pittsburgh, has 
been appointed to the efficiency and econ­
omy commission of the National Economy 
League, which has been investigating the 
financial condition of the city of Pitts­
burgh.
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Criticism of annual reports certified by 
public accountants expressed by John A. 
M irt in the Chicago Daily News together 
with a reply to that criticism by the Amer­
ican Institute of Accountants was published 
in the Bulletin for Ju ly  1 6, 1934. The 
following comment by M r. M irt appeared 
in the same newspaper on Ju ly  3 1st:
“ Several constructive moves to make audited 
financial reports more illuminating are sug­
gested by an outstanding certified public ac­
countant. One of these is to have corporate 
auditors elected by the stockholders, as is done 
in England and as is being done by the East­
man Kodak company and perhaps, a few other 
concerns in this country.
“ Such a step would give a degree of inde­
pendence to auditors which they do not now 
have. A s it is in 99 per cent. of the cases, 
auditors are engaged by corporation manage­
ment, usually the principal executive, and only 
indirectly serve the board of directors or, 
more remotely, corporate stockholders.
“ While it is true that they are engaged for 
the corporation and paid out of stockholders’ 
money, the accountant practically is at the 
mercy of the management. He has no means of 
appeal to the corporate directors or stockhold­
ers, for to do so he is faced with the certainty 
of loss of the account.
“ In the event of serious differences of opin­
ion between management and auditors, the fol­
lowing courses are open to auditors:
“ They may convince the management of the 
soundness of their views.
“ They may work out some compromise.
“ They may accept the management’s views.
“They may withdraw from the engagement 
and take their chances on collection of fees 
for work done, plus a certainty of losing the 
account.
A u d ito r  C arr ied  L oad
“ In practice, all four courses are followed, 
but, in the vast majority of cases, the account­
ant determines in his own mind what is right 
and ‘sells’ this program to the management. 
Up until recently the accountant has carried 
the task of education for better financial state­
ments almost unaided and against terrific odds. 
Recent legislation has strengthened his posi­
tion and has impressed officers and directors 
with their own responsibility, which in the
Responsibility of Auditors past they have frequently failed to recognize.
“ Another constructive factor suggested by 
the accountant, who prefers that his name be 
not disclosed, is to have the entire board of 
directors of a company meet with the auditors 
to review the annual report and pass on con­
troversial matters prior to their release. This  
has been done in many instances, for it gives 
the board first hand knowledge as to the care­
fulness of the auditors and impresses upon 
the directors their responsibility. A n  entire 
board is collectively more conservative than its 
individual members.
“  ‘Legally and morally,’ the accountant points 
out, ‘the directors and management of a cor­
poration are more responsible for the contents 
of the annual report than the auditors. It 
has sometimes been hard to make them see 
this responsibility. A  part of their steward­
ship is to see that reputable auditors are se­
lected, that the scope of their work is not 
unduly restricted, and that the corporate state­
ments are not misleading.’
P u b l ic  C a n  H e l p  M ove
“Unquestionably, the accountant’s influence 
in the last few  years has been for the best 
interest of the public, because there has been 
accomplished a great deal in improving cor­
porate reports. Audits are undeniably better as 
a rule, certificates more informative, statements 
more comprehensive. There are exceptions, of 
course. A s a result of the work of the Am eri­
can Institute of Accountants’ committee coop­
erating with the New York stock exchange, au­
ditors’ certificates this year are more uniform, 
although it frequently happens that even the 
careful reader must draw  his own conclusion.
“ Individually, the larger accounting firms are 
working toward a constructive program, but the 
profession as a whole is not organized and it 
is doubtful whether it can be organized in 
sufficient strength to insure always getting re­
liable auditors and informative certificates. 
For instance, in 1931 there were 533 firms in 
Chicago, of which only 12 1  had been in busi­
ness more than ten years; of all the firms in 
business in 1921, only one-third were left a 
decade later.
“ Public sentiment can do much toward 
forcing corporation managements to accelerate 
the trend toward more disclosures in future 
accountants’ certificates. The accountants are 
willing that the movement continue.”
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Cost Accounting and the N. R. A.
A  memorandum issued by the national 
recovery administration on Ju ly  20th states 
that its future policy will be to favor “ cost 
or market, whichever is lower”  as the 
normal basis for the valuation of materials 
wherever they appear in the cost formulas 
which have been provided in approved 
codes.
“ This policy has been adopted,”  the 
memorandum states, “ instead of ‘either 
market or cost’ to avoid the evils of pro­
visions which require artificial mandatory 
profits to those who have accumulated in­
ventories at low prices and to avoid the 
necessity of shifting the formula for cost 
from time to time to the basis which is at 
the moment most favorable to industry, in 
view of current market conditions.”
Official interpretation of the new policy 
indicates that its application to codes al­
ready approved is not to be arbitrary and 
“ need not be expected”  unless the imprac­
ticability of inconsistent code provisions has 
been demonstrated by experience. Codes 
awaiting approval, it is stated, will be ap­
proved despite their containing provisions 
that are inconsistent with the new policy 
if they are otherwise acceptable. Flatly 
inconsistent provisions, however, may be 
stayed until the affected industry has had 
an opportunity to show the necessity for a 
variation from the policy just adopted.
L o w e s t  R e a s o n a b l e  C o s t
The national recovery administration has 
also announced a tentative definition of the 
phrase “ lowest reasonable cost” which it 
offers as a guide in the construction of cost 
formulae. The announcement, in part, 
follows:
“  ‘Lowest reasonable cost’ is not a figure—  
it is a point on a scale, the scale in each case 
being the range of costs in the particular in­
dustry or for the particular product. Only in 
specific cases can amounts be used. In gen­
eral, it is necessary to find a formula by which 
that point on the scale may be determined.
“ A  perfect formula cannot be worked out 
theoretically. It will require close study of 
a number of tentative experimental formulae. 
But it is hoped the following definition will 
prove to be an invaluable guide line:
“ ‘Lowest reasonable cost' is defined for the 
purposes hereof, as follows:
“  ‘ (a)  The figure must neither be high enough 
to result in fixing price nor to cut off normal 
existing price competition.
“ ‘ (b) The figure must be within the range 
of the lowest “ costs”  (as defined below), which 
means costs of that group of producers be­
lieved by the administration to be the most 
efficient.
“ ‘ (c) The figure fixed must be “ reasonable,”  
which means (a) that costs which, due to 
freakish or extraordinary advantages not avail­
able to all such efficient producers, are even 
less than those of the other most efficient con­
cerns in the industry, must be left out of con­
sideration, and (b ) that the figure is not rigidly 
limited to the actual costs of any particular con­
cern.
“ ‘ (d)  The “ costs”  of such efficient concerns 
for purposes hereof, include actual necessary 
outlay found by the administration to be di­
rectly required in the production and sale of 
the product or service, including his finding of 
an amount deemed proper and reasonable on 
account of maintenance and allocation of actual 
overhead on the basis of his finding of fullest 
normal load factor. Interest and return on 
capital investment are among the items ex­
cluded.’
“ Analyzing this definition a step further, it 
becomes more a set of instructions than a 
definition.
“ Industry is asking two vital questions—  
‘When is price cutting destructive?’ and ‘At  
what point does a price cutter become a code 
violator, subject to restraint at the hand of 
the la w ? ’
“ N R A  proposes to develop rules and regu­
lations which will provide the final answers 
to industry’s questions, but there is a present 
problem to be handled. A  useful set of find­
ing rules and regulations can only be built 
out of experience. This requires time. The  
many and various price-cutting situations which 
present themselves for immediate handling are 
the laboratory in which the formula will be 
perfected. In the meantime N R A  has evolved 
the foregoing tentative instructions for its 
guidance.”
C o s t  S y s t e m s
Cost-accounting systems submitted by the 
code authorities of the tile-contracting divi­
sion of the construction industry and the
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ready- made-furniture-slip-covers - manufac­
turing industry have recently been ap­
proved by the national recovery adminis­
trator.
The system approved for the former 
makes it obligatory upon every contractor, 
in submitting bids, to include in his estimate 
all specified items of cost for materials and 
labor, and to add to the sum of these 20 
per cent. as an overhead charge. In addi­
tion to these, the contractor may add such 
profit as he deems proper.
Under the system approved for the slip 
covers manufacturing group, cost will be 
determined by including the following:
1. Material at the actual or market cost, 
whichever is lower.
2. Actual direct factory labor of manu­
facture.
3. Shipping expense.
4. Actual discount allowed.
5. Rent, taxes, heat, power and light, 
and those items of factory overhead that 
vary directly with production to be in­
cluded at actual cost. 
6. General administrative overhead on 
the same basis as fixed factory overhead.
Accounting Methods of City of New 
York
Further improvements in the accounting 
methods of the city of New York have re­
cently been made.
All accounting has been brought under 
the supervision of the department of 
finance. Purchases are to be centralized 
and a general system of internal check in­
stalled. Revenues are now entered on an 
accrual rather than a cash basis. Modern 
accounting machinery, which it is said will 
save $50,000 annually, has been installed 
in the pay-roll division. The manual 
which has guided the accounting staff of 
the city for the past twenty-five years is 
being revised to conform to the new system.
The city has also adopted the policy of 
publishing in the public press a weekly 
statement of receipts and disbursements and 
a monthly summary of financial condition. 
These two statements give fairly complete 
indication of the immediate state of the 
city’s finances, and, when compared from 
period to period, reflect accurately the trend 
of its financial condition.
Federal Credit Union Act
The act of congress designed to estab­
lish a federal credit union system, approved 
by the president on June 26th, contains pro­
visions for the auditing and reporting of 
such unions to the governor of the farm 
credit administration. These portions of 
the act are as follows:
“ Sec. 6. Federal credit unions shall be un­
der the supervision of the governor, and shall 
make such financial reports to him (at least 
annually) as he may require. Each federal 
credit union shall be subject to examination by, 
and for this purpose shall make its books ac­
cessible to any person designated by the gover­
nor. T h e governor shall fix a scale of exami­
nation fees designed, as fa r as is practicable, 
so that in each case the fee to be paid shall 
equal the expense of such examination, which 
fees shall be assessed against and paid by 
each federal credit union promptly after the 
completion of any such examination:
“ Provided, however, that if a federal credit 
union has assets of less than $25,000 the gov­
ernor may accept the audit report of a prac­
tising public accountant in place of such ex­
amination and may relieve such federal credit 
union of the obligation to pay the examination 
fee required by this section. . . .
“ Sec. 1 1  (e). The supervisory committee shall 
make, at least quarterly, an examination of 
the affairs of the federal credit union, includ­
ing an audit of its books; shall make an annual 
audit and a report to be submitted at the an­
nual meeting of the corporation. . . . The  
supervisory committee shall cause the pass­
books and accounts of the members to be 
verified with the records of the treasurer from 
time to time and not less frequently than once 
every two years.”
Ruling of Federal Trade Commission 
under Securities Act
The federal trade commission on Ju ly 
13th announced the adoption of form G-2 
for the registration of non-producing oil 
and gas royalty interests, subject to the 
provision, however, that registration state­
ments for such interests on form A -1 be 
accepted up to and including August 15th. 
At the same time it announced that rules 
and instructions for its use were available.
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Listing Requirements of Stock Ex­
changes
N e w  Y o r k
The stock list committee of the New 
York stock exchange has recently published 
in pamphlet form a revised summary of its 
requirements for the listing of securities, 
including certain provisions affecting pub­
lic accountants and their practice which 
have been reported in earlier issues of the 
Bulletin. These requirements are here 
summarized, with the headings which they 
bear in the regulations of the exchange:
Requirements fo r O riginal Listing
Sto ck
O. Policy as to depreciation.
S. Statement whether or not stock registered 
under national securities act of 1933. (If not 
registered, legal opinion that registration not 
required must be stated.)
U. Financial statements: (1)  earnings for 
preceding five years, if available, with interest 
charges, depreciation and federal taxes; (2) 
income and surplus account of recent date for 
at least two years, if available; (3) balance- 
sheets of same dates; (4) balance-sheet giving  
effect to recent financing, if any; (5) similar 
accountings for predecessor, constituent, sub­
sidiary, owned or controlled companies; (6) 
corporation consolidated within one year pre­
vious to date of application, income and surplus 
account and balance-sheet of all companies 
merged and balance-sheet of applying corpora­
tion; (7) if  in hands of receiver within one 
year previous to date of application, (a) in­
come account and balance-sheet of receiver at 
time of discharge, if available, (b) balance- 
sheet at close of receivership, if available, and
(c) balance-sheet at date of reorganization.
V. Certificate of independent public account­
ants, qualified under the laws of some state or 
country, certifying as to the correctness of the 
balance-sheet, income account and surplus 
statement of financial statements for most re­
cent year, and showing scope of audit and 
qualifications, if any, made by the accountants 
in respect thereto.
X . Fiscal year.
B onds
An application for an original listing of
bonds must cite all information required for 
listing stock.
Requirements fo r Listing of A dditional 
 Amounts
F. Statement whether or not securities reg­
istered under national securities act of 1933. 
(If  not registered, legal opinion that registra­
tion not required must be stated.)
I. Financial statements: (1)  Earnings for 
preceding five years, if  not already included 
in previous applications; (2) income account, 
surplus account, and balance-sheet of recent 
date for two years, together with similar finan­
cial statements of constituent, subsidiary, owned 
or controlled companies, or consolidated finan­
cial statements.
J . Certificate of independent public account­
ants qualified under the laws of some state or 
country, certifying as to the correctness of the 
balance-sheet, income account and surplus 
statement for the most recent fiscal year, and 
showing the scope of the audit and the qualifi­
cations, if any, made by the accountants in 
respect thereto.
K . Policy as to depreciation and depletion.
Papers to Be Filed with Applications
F or Stocks
10 . Opinion of counsel to effect registration 
under national securities act of 1933 not re­
quired (where securities not registered).
19. Certified copy of income accounts, sur­
plus accounts and balance sheets contained in 
application.
20. Agreements.
F or B onds
A ll papers required for listing stocks.
F or  S e c u r it ie s  o f  R e o r g a n iz e d  C o rpo r a tio n s
1. A ll papers required for listing stocks and 
bonds.
4. Certified income and surplus account and 
balance-sheet at close of receivership, if 
available.
5. Certified balance-sheet at date of reor­
ganization.
Agreements
II
1. T o  publish at least once in each year and 
submit to stockholders at least fifteen days in 
advance of the annual meeting of the corpora­
tion, but not later t h a n ..............................  a bal-
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ance-sheet and income statement for the last 
fiscal year and a surplus statement of the ap­
plicant company as a separate corporate entity 
and of each corporation in which it holds di­
rectly or indirectly a majority of the equity 
stock; or, in lieu thereof, eliminating all inter­
company transactions:
A  similar set of consolidated financial state­
ments. I f  any such consolidated statements ex­
clude any companies a majority of whose equity 
stock is owned, (a) the caption will indicate 
the degree of consolidation; (b) the income 
account will reflect, either in a footnote or 
otherwise, the parent company’s proportion of 
the sum of or difference between current earn­
ings or losses and the dividends of such un­
consolidated subsidiaries for the period of re­
port; and (c) the balance-sheet will reflect, in 
a footnote or otherwise, the extent to which 
the equity of the parent company in such sub­
sidiaries has been increased or diminished since 
the date of acquisition as a result of profits, 
losses, and distributions. Appropriate reserves, 
in accordance with good accounting practice, 
will be made against profits arising out of all 
transactions with unconsolidated subsidiaries, in 
either parent company statements or consoli­
dated statements.
Such statements will reflect the existence of 
any default in interest, cumulative dividend 
requirements, sinking fund or redemption fund 
requirements of any controlled corporation 
whether consolidated or unconsolidated.
2. T h at all future annual reports sent to 
stockholders, or published after three months 
from the date of this application, shall be au­
dited by independent public accountants quali­
fied under the laws of some state or country, 
and shall be accompanied by a certificate of 
such public accountants showing the scope of 
such audit and qualifications, if any, made by 
them in respect thereto.
3. T o  publish all future annual financial 
statements of any character, in the form con­
tained in the listing application and, in the 
publication of reports of earnings for any pe­
riod of less than a fiscal year, to show net 
profits in the aggregate with the same degree 
of consolidation as in the annual report and 
earnings per share after depreciation, deple­
tion, income taxes and interest, estimating the 
proportionate amount of these items as accu­
rately as may be if not finally determined at 
date of publication.
4. T o  publish periodical statements of earn­
ings, as agreed upon with the committee.
5. Not itself, and not to permit any sub­
sidiary, directly or indirectly controlled, to 
take up as income stock dividends received at 
an amount greater than that charged against 
earnings, earned surplus or both of them by 
the issuing company in relation thereto.
6. Not to make any change in depreciation 
in policies as described in the application and 
not to make any substantial change in any 
percentages therein recited as applicable to 
particular classes of property without notifying 
the stock exchange and without calling atten­
tion to such changes in the next succeeding 
published report and, if this be an interim re­
port, also in the next succeeding annual report.
The listing requirements of the New 
York curb exchange which particularly af­
fect the practice of public accountants will 
be summarized in a subsequent issue of the 
Bulletin.
Auditor as Public Service Commis­
sioner
In recommending revision of the state 
laws pertaining to the public utilities com­
mission of Ohio, a candidate for governor 
recently declared that a much more efficient 
body could be developed through the inclu­
sion of a certified public accountant in its 
membership.
Accountancy Twenty-five 
Years Ago
“ Public accounting has experienced a re­
markably broad development in this country 
since the inception of its newly created profes­
sional status. The demand for the services of 
the certified public accountant is becoming 
greater each year.
“ Every modern draft of corporate by-laws 
should contain (as many do) some provision 
for an audit of the accounts and records at 
stated intervals. This comparatively new busi­
ness safeguard is now generally conceded as 
indispensable, and the day is not far-distant 
when legislation will be enacted throughout 
the country compelling corporations to secure 
the accountant’s certificate through the regular 
procedure of an audit.”
The Journal of Accountancy, August, 1909.
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ACTIVITIES OF LOCAL SOCIETIES
E m p l o y m e n t  S e r v i c e
The University of Denver school of com­
merce and the Colorado Society of Certi­
fied Public Accountants have established 
cooperation in the matter of employment 
which is expected to be of real benefit to 
both. The school has expanded its place­
ment bureau and has placed its facilities 
at the disposal of the members of the 
society without charge. The society has 
agreed that applications received by its 
members shall be referred to the bureau 
for investigation and classification. The 
service is not restricted to applicants who 
are graduates or students of the school.
I n v e n t o r i e s
The question of the auditor’s responsi­
bility in the verification of inventories has 
been studied by the New York State 
Society of Certified Public Accountants 
with the result that a resolution—quoted 
in part below—was passed at a recent meet­
ing.
“ R e s o l v e d , That it is the sense of the 
New York State Society of Certified Pub­
lic Accountants that, if a certified public 
accountant reports on a balance-sheet of a 
concern over his signature without quali­
fications or special explanation as to the 
item of merchandise inventories contained 
therein, it shall imply that he has exercised 
care in his examination by making account­
ing tests and checks of the concern’s books 
of account and other available records per­
taining to merchandise inventories, that he 
has received all information and explana­
tions he has required from the officers and 
employees responsible for the taking and 
valuation of the merchandise inventories, 
and so far as accounting methods permit, 
has satisfied himself as to their substantial 
correctness, but that, as regards the in­
formation and explanations he has required 
and as to ownership, physical quantities, de­
scription, quality, condition, marketability 
and valuation of the merchandise, he has 
relied upon the representations of the con­
cern’s management, subject to such checks 
as may have been obtainable from the 
records in respect thereto.”
S o c i e t y  L i b r a r i e s
The Society of Louisiana Certified Pub­
lic Accountants is added to the list of 
local societies which have provided library 
facilities for their members and others in­
terested in accounting matters.
By arrangement with the New Orleans 
public library, following generally the plan 
first evolved by the Maryland Association, 
the members of the society now have at 
their disposal a varied and comprehensive 
collection of accounting texts. The books 
are accessible to the general public but 
may be withdrawn only by presentation of 
an identification card issued to members by 
the library committee of the society.
C o u n t y  A u d i t i n g
A bill to provide for periodic audits of 
Idaho counties under uniform specifications 
will be introduced at the next session of 
the state legislature, it has been announced. 
The bill is to be drafted by a committee 
of four, the examiner of the state bureau of 
public accounts, the state auditor, the state 
treasurer and the secretary of the Idaho 
Society of Certified Public Accountants.
A c c o u n t i n g  P u b l i c a t i o n s
The Worksheet is the title of the latest 
entrant into the field of accounting journal­
ism. It is a monthly bulletin published by 
the Michigan Association of Certified Pub­
lic Accountants. The first issue appeared 
in July. I t is a four-page pamphlet, and 
contains brief news of the association and 
of the state board, as well as signed 
articles.
Clyde A. Morwood, of Springfield, Mo., 
addressed students of the Springfield school 
of law on the subject of “Taxation—theory 
and practice” at a recent assembly.
An accounting text in two volumes by 
Paul W . Pettingill, of Chicago, entitled 
Modern bookkeeping and accounting, with 
a book of model answers and solutions, 
was published in June by the press of the 
Lake College of Commerce.
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WHAT ACCOUNTANTS ARE SAYING
E d u c a t io n  for  A c c o u n t a n c y
In recent months there have been few topics 
more widely discussed among the state socie­
ties of public accountants than the problems 
involved in the adequate training of young men 
for the profession. The question received 
thorough treatment in a report to the Phila­
delphia chapter of the Pennsylvania Institute 
of Certified Public Accountants prepared by 
J . Lockwood, for the chapter’s committee on 
education. M r. Lockwood suggests the follow­
ing points for consideration:
“ 1 . The development and improvement and 
carrying out of an educational policy cannot be 
secured under a plan of committee appoint­
ments involving yearly or bi-yearly changes. 
It is therefore suggested that a nucleus of old 
members of the committee be reappointed in 
order that the work may be carried on as 
planned. This suggestion should be applied to 
membership in other standing committees.
“ 2. The continued education of the members 
themselves and methods of accomplishment. A  
committee might for instance prepare for dis­
tribution from time to time lists of authori­
tative magazine articles, pamphlets, books in 
accounting and allied fields which should be 
perused by the members.
“ 3. The selection and education of juniors. 
A  satisfactory plan for the selection of juniors 
entering accounting offices should be developed. 
It is exceedingly important that this be done. 
It should be realized that haphazard selection 
and haphazard methods of training juniors are 
extremely costly in the long run. While formal 
collegiate education will not eliminate the 
necessity for practical experience it should 
shorten the time required to enable one to 
become a ‘practical’ accountant. The profes­
sion has an obligation to absorb those qualified 
for admission and must give them an adequate 
training. Therefore standards for the admis­
sion and subsequent training of juniors should 
be developed if the profession hopes to live, 
to advance and to enjoy the respect and confi­
dence of the business world.
“ 4. It is believed that the professional ac­
countants can render a worthwhile service to 
themselves by cooperating more closely with 
educational institutions. W hat accounting 
should be taught and what emphasis should
be placed on the various phases of the work? 
Should specialized courses such as cost ac­
counting, auditing, income tax, etc. have a place 
in accounting curricula, or is it more desirable 
to teach the fundamentals and to attempt to 
develop analytical ability? I f  accountants 
know what qualifications they want their 
juniors to possess w hy not tell the universities 
and colleges ?
“ 5. Is it not about time that the business 
men and the public were given an inkling as 
to the services which accountants are prepared 
to render to them? Cannot the group, as a 
group, do honorably some of those things which 
it prohibits the individual members from do­
ing? W ill the individual lose caste and stand­
ing if the group, for instance, advertises on 
behalf of its members?
“ 6. It is suggested that the committee re­
ports of this chapter, other chapters also, be 
printed as part of the Spokesman at the close 
of the year. Your education committee believes 
these reports should be made available to all 
the members in order that they may be well 
informed regarding the thoughts and hopes and 
aspirations of many of their fellow practi­
tioners.”
A ud its  for  C red it
Accountants and bank credit officers have 
found many ways to cooperate to their mutual 
advantage. A  writer in a recent issue of Bur­
roughs Clearing House tells how one banker has 
provided against misunderstanding as to the 
scope and purpose of the audit.
He makes it a rule in unsecured loans above 
a certain amount “ not merely to have a C. P. A . 
audit, but to insist on an interview before the 
audit with customer and auditor in which the 
scope of the audit and instructions to the auditor 
are frankly discussed. A fter the audit is com­
pleted, another interview takes places in which 
the banker, customer and accountant examine 
the figures set up, and again frank discussion 
is felt to be good for both sides. . . . Some 
loaning officers may feel that customers would 
resent such a minute investigation of their 
affairs, but in the last analysis the customer who 
is unwilling to go the limit in the direction of 
frankness with his banker is not entitled to 
credit at all. Either he is afraid to face the 
audit, or else he belongs to that class of busi­
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ness men who are so sure of themselves that 
they say: ‘ I know my business and no person 
can tell me anything about it.’ Such individuals 
are poor risks.”
P ro fe ssio n a l  E t h ic s
In an article entitled “ Professional ethics 
and the student,”  appearing in the June issue 
of The Accounting R eview , Maurice E. Pelou- 
bet, chairman of the board of examiners of 
the American Institute of Accountants, states 
his interpretation of the theory underlying the 
Institute’s rules of professional conduct and 
the intent and application of each. The article 
w as intended for the information of account­
ing instructors, many of whom receive queries 
from students and others since the Institute 
recently adopted the policy of including a 
question on ethics in its examinations. The  
article, in part, says:
“ The rules of ethics of the American Institute 
of Accountants are clear and reasonable state­
ments of principle, as are the various resolu­
tions which amplify them. Their actual appli­
cation, however, is not always equally clear, as 
this generally demands close and careful anal­
ysis of a complicated situation to which the 
committee on ethics and the council of the In­
stitute must apply their mature and impartial 
judgment.
“ It is almost unheard of for a member of the 
Institute to break one of the rules openly and 
knowingly. I f  a member decided in his own 
mind that he could not be bound by one of the 
rules and that he intended consistently to act 
in a manner directly contrary to it, he would, 
in all probability, resign from the Institute. 
Most cases which come up for decision are 
those in which a member believes he has not 
violated a rule and the complainant alleges a 
violation. This means that the cases before 
the ethics committee and the council are gener­
ally one of two sorts: either the member has 
innocently and unknowingly broken a rule or 
the member has knowingly pursued a course of 
action which he contends is not contrary to any 
rule. In the first case, the member generally 
admits his error and is told to ‘go and sin no 
more.’ In the second case, the facts are care­
fully considered and, if it is decided that there 
has been an infraction of a rule, the member 
is so informed and is adequately disciplined. 
It will thus be seen that plain and flagrant vio­
lations of the rules of professional conduct are 
so infrequent and so easily distinguished that
they do not constitute a very serious problem 
and do not demand much consideration. For 
instance, if the members of a firm of account­
ants honestly believe that the w ay to build up 
a good practice is by widespread advertising in 
magazines and newspapers they will not be ad­
mitted to the Institute or will resign if they are 
already members. This will also be the case 
with an accountant who employs men on a 
house-to-house basis to solicit audit and ac­
counting work or does the greater part of his 
work on a contingency basis. These are plain, 
simple violations and are not punishable by 
law. Violations related to false statements are, 
in most states, criminal offenses so that the ac­
countant who offends in this respect is punished 
whether or not he is a member of the Institute 
or any state society.”
A c c o u n t a n c y  E d u c a t io n  A broad
For those who are interested in the subject of 
education for the practice of accountancy we 
quote the following comment by The Account­
ant, official publication of the Institute of 
Chartered Accountants of England and W ales, 
upon a recent series of open forum discus­
sions conducted mainly for the younger mem­
bers of the profession.
“ The Society of Incorporated Accountants 
and Auditors is to be sincerely congratulated 
on the success of the post-graduate course in 
accountancy held at Cambridge last week. The  
inauguration of the course was an experiment 
which has been completely justified by its suc­
cess and there can be little doubt that it will 
be repeated in future years.
“ The aim of those who initiated the scheme 
was to give the younger members of the so­
ciety an opportunity, such as would not ordi­
narily come their way, of joining in discus­
sions with their seniors and with each other 
on questions of practical importance to the pro­
fession and of taking an active part in the 
exchange of views and experiences. Accord­
ingly, of the 140 or so members of the society 
who attended the course, the majority had 
qualified less than ten years ago.
“ The programme at Cambridge was ar­
ranged to ensure that all present should feel 
able to contribute something to the pool of 
knowledge as well as taking something out of 
it. . . . The course was not only a most stim­
ulating educational experience, but a very  
pleasant interlude, the memory of which will 
not easily be lost in the hurrying years.”
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MEETINGS AND ELECTIONS
Indiana
The policy of the United States treasury de­
partment on allowances for depreciation in 
corporate income-tax returns was discussed at 
a recent meeting of the Indiana Association of 
Certified Public Accountants held at Indian­
apolis.
The discussion was led by George S. Olive, 
chairman of the society’s committee on public 
affairs. Other speakers were Charlton N. C a r­
ter, W . M . Madden, J. B. Fenner and T ro y  
Thurston, all of Indianapolis; H. E. Dalton, of 
South Bend, and E. K . Strachan, of Terre  
Haute.
Plans for a series of open forum discus­
sions of recent federal legislation affecting the 
profession were announced by Birney D. Sprad­
ling, president of the society.
Minnesota
The Minnesota Society of Certified Public 
Accountants celebrated its thirtieth anniversary 
on August 3, 1934. A  dinner was scheduled 
to be held at the Interlachen country club, 
Minneapolis, on that date.
New Jersey
Federal income-tax procedure was the sub­
ject of discussion at a series of meetings of 
the New Jersey Society of Certified Public A c ­
countants at the Downtown Club, Newark, dur­
ing July.
The program, as announced at the beginning 
of the series, follows: July 1 1 th— John J. 
M organ, assistant internal revenue agent in 
charge of New Jersey, on “ Administrative fea­
tures” and W alter A . Staub on “ Gain and 
loss computations” ; Ju ly 18th— Henry B. Fern­
ald on “ The general outline and scope of the 
revenue act” and John A . Conlin on “ The  
computation of net income” ; July 25th—  
Maurice E. Peloubet on “ Depreciation” and a 
summary of the lectures by M r. Fernald.
New York
The New York State Society of Certified 
Public Accountants has announced the election 
of John F. D. Rohrbach as a director of the 
society to fill the vacancy caused by the death 
of W illiam  B. Campbell.
New H am pshire
The annual meeting of the New Hampshire 
Society of Certified public Accountants was 
held at Newcastle on Ju ly 16th. The follow­
ing officers were elected:
J. Ben Hart, president; Hiram B. Haskell, 
vice-president; Arthur Johnson, secretary and 
treasurer; Robert M. Bruce and Clarence G. 
Drayton, directors.
New Mexico
The New Mexico Society of Certified Public 
Accountants held its annual meeting on June 
29th at Silver City. Raton, N. M., was selected 
as the meeting place for 1935. The following 
officers and directors were elected.
Lon M . Fletcher, president; J . Bryan  
Stephenson, vice-president; Rodney B. Horton, 
secretary and treasurer; G uy A . Douglass and
C. L. Linder, directors.
Pennsylvania
In the account of the annual meeting of the 
Pennsylvania Institute of Certified Public A c­
countants published in the Bulletin for Ju ly
16, 1934, it was erroneously stated that a 
memorial to the late Joseph E. Sterrett, pre­
pared by T . Edw ard Ross, was read in his ab­
sence by Frank A . Willison. The memorial 
was read by John Hood, Jr., of Philadelphia.
Joseph M . Pugh, of Philadelphia, prepared 
and read a biographical memorial to the late 
Adam  Averell Ross, who died June 15th, 1929. 
M r. Ross was one of the fifteen founders of 
the Pennsylvania Institute.
Texas
The annual meeting of the Texas Society of 
Certified Public Accountants will be held at 
Dallas on October n th  and 12th.
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ANNOUNCEMENTS
Joseph A. Boulay, Rudolph H. Ander­
son, Earl A. Waldo and Herbert T . Thor­
sen have announced the organization of the 
partnership Boulay, Anderson, Waldo & 
Co., 1 700-1710 Rand Tower, Minneapolis.
R. Douglas Campbell has announced the 
opening of an office for the general prac­
tice of accountancy at 1300 Genesee build­
ing, Buffalo, N. Y .
Chesnutt, Murphy & Poole, of Chicago, 
have announced the removal of their offices 
to suite 940, 208 South LaSalle street.
Robert M . Holtzman, of Philadelphia, 
has announced the removal of his offices 
to 1522 Lincoln-Liberty building, Broad 
and Chestnut streets.
Lunsford, Barnes & Co., of Kansas City, 
have announced the removal of their offices 
from the Pioneer Trust building to the 
Insurance Exchange building, 21 West 
10th street.
John C. MacAlpine announces the or­
ganization of a partnership with his son, 
John C. MacAlpine, Jr ., under the firm 
name of J .  C. MacAlpine & Son, 14 1 1  
Walnut street, Philadelphia.
Mathieson, Aitken & Co., of Philadel­
phia, have announced the removal of their 
offices to the Packard building, 15th and 
Chestnut streets.
P. W . Pettingill & Co., of Chicago, have 
announced the removal of their offices from 
the Board of Trade building to 1 North 
LaSalle street.
W . G . Rowe and J .  C. Oswald an­
nounce the formation of a partnership 
under the firm name of Rowe & Oswald, 
with offices in the Standard Bank building, 
Vancouver, B. C.
Stagg, Mather & Hough have announced 
the opening of a branch office in the Hart- 
ford-Aetna building, Hartford, Conn.
Walton, Joplin, Langer & Co., of Chi­
cago, have announced the admission of 
Walter H. Rohe to the firm as a junior 
partner.
Wilson, Heye & Shults, of Rochester, 
have announced the change of their firm 
name to Wilson, Shults & Co., effective 
August 1, 1934. The offices of the firm 
are in the Commerce building, n th  floor.
Eugene G. Boutelle, of Boston, spoke 
at a recent meeting of the Textile Dinner 
club, at Boston, on “ Cost control in tex­
tile mills.”
Eric A. Camman, of New York, recently 
spoke at the annual convention of the 
American Institute of Banking, a section 
of the American Bankers Association, held 
at Washington, on “ Proper budgeting— its 
increasing value.”  M r. Camman also 
spoke at the recent Controllers’ Confer­
ence on Long Island, N. Y ., on “ Price 
stabilization” ; at the tenth annual confer­
ence of the Illinois Manufacturers’ Cost 
Association at Chicago on “ Revising cost 
accounting under N .R.A. codes,”  and at the 
New York University school of commerce, 
accounts and finance on “ Standard costs.”
Clem W . Collins, of Denver, spoke on 
“ The place of the collegiate school of busi­
ness in modern education”  over radio sta­
tion K O A  at Denver on Ju ly  23rd.
J .  Hugh Jackson, of the graduate school 
of business, Stanford University, recently 
completed a two-months’ tour of educa­
tional institutions in the Atlantic states, 
during the course of which he visited 3 1 
colleges and universities and spoke before 
a number of student assemblies. He at­
tended the annual meeting of the collegiate 
schools of business and of the United 
States chamber of commerce.
C. Wilson MacDow, of Boston, has 
been appointed Massachusetts state director 
of the American White-collar League.
20
Bulletin
O F T H E
American Institute of Accountants
No. 125 September 15, 1934
Complete Program of Annual Meeting 
Nominations 
“ Reports to Stockholders”
Retail and Hosiery Codes 
Curb Exchange Listing Requirements 
Meetings and Elections 
Announcements
C O P Y R I G H T  1 9 3 4  BY A M E R I C A N  I N S T I T U T E  P U B L I S H I N G  CO. ,  I NC.  
1 3 5  C E D A R  S T R E E T ,  N E W  Y O R K ,  N .  Y.
Published Monthly
1 5  C E N T S  A COP Y : $ 1 . 0 0  P E R  A N N U M
THE PROPERTY OF 
HASKINS & SELLS 
15 BROAD STREET 
 NEW YORK.
A M E R IC A N  I N S T I T U T E O F  A C C O U N T A N T S
O F F IC E R S ---- 1 9 3 3 - 1 9 3 4
P residen t  ........................................ ..................J ohn  F . F orbes
 P . W . R. G lover
V ic e-P residents .........................
 E lm er  L . H atter
T reasu rer  ......................................
E d it o r ................................................
Secretary ........................................
AMERICAN INSTITUTE OF ACCOUNTANTS
Annual Meeting
Arrangements for the annual meeting 
of the American Institute of Accountants 
to be held at the Hotel Stevens, Chicago, 
October 15 to 18, 1934, are practically 
complete.
R. F. Starkey, New York, has accepted 
an invitation to deliver an address on prac­
tice under the federal securities act and 
the national securities exchange act at the 
opening business session on Tuesday, Octo­
ber 16th. A. I. Henderson, New York at­
torney, of the firm of Cravath, De Gers- 
dorff, Swaine & Wood, will follow M r. 
Starkey and discuss the same subject from 
the viewpoint of the lawyer. W arren W . 
Nissley, New York, member of the board 
of examiners of the American Institute of 
Accountants, will speak at the meeting of 
accountancy examiners Monday evening, 
October 15th, on education for professional 
accountants. John K. Mathieson of Phila­
delphia will lead discussion of an address 
by Arthur D. Whiteside, president of Dun 
& Bradstreet, Inc., on the morning of 
Thursday, October 18th. Other speakers 
have been announced in previous issues of 
the B u lletin .
R e g is t r a t io n  F e e
The committee on meetings has fixed the 
registration fee at $8 for men and $6 for 
ladies. The registration fee will include 
admission to the Century of Progress ex­
position, group luncheons on Tuesday and 
Thursday, October 16th and 18th, the an­
nual banquet on the evening of the 18th, 
a dinner for men on the 16th, and a dinner 
and entertainment for ladies on the same 
evening.
R o u n d -t a b l e  D is c u s s io n
As previously announced, no formal pro­
gram has been arranged for Wednesday, 
October 17th. A golf tournament, visits 
to the exposition and other entertainment 
have been planned for that day. The com­
mittee on meetings, however, has made ar­
rangements for informal round-table dis­
cussions for those members who would pre­
fer to participate in such discussions rather 
than in sports or sightseeing trips. This 
part of the program is under the direction 
of Eric L. Kohler of Chicago.
T o a s t m a s t e r s
John P. Dawson, president of the Illi­
nois Society of Certified Public Account­
ants and chairman of the committee on 
meetings, will act as toastmaster at the 
annual banquet on Thursday evening, O c­
tober 18th. Edward E. Gore, past presi­
dent of the American Institute of Account­
ants, will act as toastmaster at the stag din­
ner on Tuesday evening, October 16th.
G o l f
In addition to the tournament for the 
Missouri golf trophy in which all state 
societies and chapters of the Institute have 
been invited to participate, the Illinois So­
ciety of Certified Public Accountants will 
offer prizes for low gross and net individ­
ual scores. Players wishing to compete for 
these prizes must file individual entries 
showing their handicaps. The entry fee 
which must accompany the entry is $4.50  
for each player, which will cover cost of 
luncheon and greens fee.
Players representing state teams in the 
Missouri trophy competition will, of course, 
be eligible for individual prizes without 
filing a special entry.
All those who expect to play golf should 
mail their entries before October 1, 1934, 
to John A. Cooke, chairman of the golf 
committee, 105 South LaSalle Street, Chi­
cago, Illinois.
The committee on arrangements has 
found it impracticable to lay plans for a 
tennis tournament this year, and announces 
with great regret that competition for the 
Missouri tennis trophy must be deferred 
until another time.
Complete information regarding reduced 
railroad fares appeared in the August issue 
of the B u lletin .
Following is the complete program of 
business and entertainment:
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B u s in e ss  P r o g r a m  
M onday, October 15th 
10:00 A .M . M eeting of council (executive 
session).
7:30 P .M . M eeting of representatives of 
state accountancy boards (open session).
(M aurice E. Peloubet, chairman, American  
Institute of Accountants’ board of exam­
iners, will preside.)
A ddress: “Education for professional ac­
countants,” by W arren  W . Nissley, mem­
ber Institute’s board of examiners.
Discussion.
Tuesday, October 16th
9:30 A.M . General session.
(John F . Forbes, president of the Institute, 
will preside.)
Invocation.
Welcome to representatives of foreign so­
cieties.
President’s address.
Annual reports.
10:45 A .M . A ddress: “Practice under the 
federal securities act and the national 
securities exchange act,”
From  the viewpoint of the accountant: 
Rodney F. Starkey.
From  the viewpoint of the attorney:
A . I. Henderson, New York, of Cravath, 
De Gersdorff, Swaine & Wood.
Discussion.
12:45 P .M . Luncheon interval.
2 :00  P .M . Simultaneous round-table discus­
sions :
1. “How accountants can serve municipali­
ties.”
(Lloyd Morey, chairman of the Institute’s 
special committee on governmental ac­
counting, will preside.)
Speaker: Carl H. Chatters, secretary, N a­
tional Committee on Municipal Accounting.
Discussion leader: G. Charles Hurdman, 
chairman, committee on municipal account­
ing, New York State Society of Certified 
Public Accountants.
2. “The possibility of uniform accounting for 
industry.”
(Elm er L. H atter, vice-president of the Insti­
tute, will preside.)
Speaker: Charles B. Couchman, past presi­
dent, American Institute of Accountants.
Discussion led by Lewis Ashman.
Thursday, October 18th
9:30 A .M . General session.
Election of officers.
Selection of 1935 meeting place.
Other matters of business.
10:30 A .M . Address: (Subject to be an­
nounced), by Arthur D. W hiteside, presi­
dent, Dun & Bradstreet, Inc., former divi­
sion administrator of NRA.
Discussion led by John K. Mathieson.
12:30 P .M . Luncheon interval.
2 :00  P .M . Address: “Revenue act of 1934,” 
by W right Mathews, assistant to the Com­
missioner of Internal Revenue.
Discussion led by Frederick B. Andrews.
4 :30  P .M . Meeting of council (executive 
session).
E n t e r t a in m e n t  P rogram
M onday, October 15th 
9:00 P .M . Reception for visiting members 
and ladies.
Tuesday, October 16th 
12:45 P .M . Luncheon for gentlemen.
Luncheon for ladies. Entertainment for 
ladies in the afternoon.
Stag dinner for gentlemen in the evening.
Edw ard E. Gore, toastmaster.
Dinner for visiting ladies followed by a 
theatre party or other entertainment.
W ednesday, October 17th
The entire day will be devoted to recreation.
Golf events will take place at Olympia Fields 
Country Club, as follows:
T eam  competition for Missouri Golf 
Trophy.
Individual handicap tournament— prizes 
for low gross and net scores.
For those who do not desire to go to the 
Olympia Fields Country Club for the day, 
arrangements can be made to visit the 
Century of Progress exposition.
No evening entertainment will be arranged.
Thursday, October 18th
12:30 P .M . Luncheon for gentlemen.
Luncheon for ladies, followed by a trip 
through M arshall Field & Co., or a bridge 
party.
7:30  P .M . Annual banquet.
John P. Dawson, toastmaster.
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Nominations
The report of the committee on nomina­
tions of the American Institute of Account­
ants has been sent to all members with the 
official call for the annual meeting to be 
held at Chicago, October 15th to 18th.
The committee unanimously recommends 
the election of the following members to 
the respective offices:
P r e s id e n t  :
George Armistead, Texas 
V i c e - P r e s i d e n t s  :
John D. Cherrington, Ohio
H. W . Hennegin, Arkansas
T r e a s u r e r :
A r th u r  W . Teele, New Y o r k  
C o u n c i l  f o r  F iv e  Y e a r s :
Frederick B. Andrews, Illinois 
M . H. Barnes, Georgia 
Lincoln G. Kelly, Utah
I. Graham Pattinson, California 
T . Edward Ross, Pennsylvania 
Archie M . Smith, Louisiana 
David B. Peter, Missouri
C o u n c i l  f o r  F o u r  Y e a r s  ( to  fill 
v acan cies) :
Paul K. Knight, New York 
William R. Tolleth, Virginia
C o u n c i l  f o r  T h r e e  Y e a r s  ( to  fill 
vacancies) :
Charles F. Coates, Connecticut 
Robert O. Berger, Illinois
C o u n c i l  f o r  Tw o Y e a r s  (to fill 
a vacancy) :
Harry M . Jay, Tennessee 
A u d i t o r s  :
Theodore Krohn, New Jersey 
W arren W . Nissley, New York
The members of the committee on nom­
inations are :
William B. Franke, New York 
Winfield Q. Sharp, Mississippi 
W . P. Hilton, Virginia 
Wayne Kendrick, Washington, D. C. 
Emil Kroeger, Minnesota
G. V. W . Lyman, Louisiana 
Charles R. Whitworth, Illinois
Elijah Watt Sells Scholarship Prize
The board of examiners has awarded the 
Elijah W att Sells scholarship prize for the 
candidate obtaining the highest grades in 
the Institute’s examinations to M ax Neu­
maier, 410 Camp street, New Orleans.
M r. Neumaier wrote the Institute’s ex­
aminations before the Louisiana state board 
of accountancy in May, 1934, and received 
the highest grade of all candidates during 
the year 1933-34. The Sells prize consists 
of $50 derived from the income of a fund 
established by Council of the Institute in 
honor of the late Elijah W att Sells.
Institute Represented at Meetings of 
Other Bodies
Representatives of the American Insti­
tute of Accountants have recently appeared 
at meetings of other accounting organiza­
tions.
The president and secretary of the Insti­
tute were guests at the annual meeting of 
the Dominion Association of Chartered 
Accountants at Montreal, Quebec, Septem­
ber 5th to 7th.
Maurice E. Peloubet, chairman of the 
board of examiners of the Institute, at­
tended the annual meeting of the Virginia 
Society of Public Accountants at the Cava­
lier hotel, Virginia Beach, September 7th 
and 8th. M r. Peloubet also spoke as a 
representative of the Institute at a meeting 
of the Philadelphia chapter of the Pennsyl­
vania Institute of Certified Public Ac­
countants, September 12th, on “The prepa­
ration of proper depreciation records under 
treasury decision 4422.”
The secretary of the Institute was a 
guest at the annual meeting of the Ten­
nessee Society of Certified Public Account­
ants at Knoxville, August 24th and 25th, 
and spoke at one of the business sessions 
on cooperation among accountants.
Archie M . Smith, member of council, 
will represent the Institute at the annual 
meeting of the Texas Society of Certified 
Public Accountants, October 12th and 
13th.
Reports of these meetings will appear in 
the B u lletin .
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Paul-Joseph Esquerré
Paul-Joseph Esquerré, of New York, a 
charter member of the American Institute, 
widely known as the author of accounting 
texts, died on August 15th, at the age of 
62. He was a certified public accountant 
of New York.
M r. Esquerré was a native of France 
and came to this country as a young man 
with the intention of becoming a bacteri­
ologist. He became interested in account­
ing and, after first serving an insurance 
company as accountant, entered public prac­
tice. During the investigation of New 
York insurance companies by Charles 
Evans Hughes, he was engaged as auditor 
and subsequently participated in similar in­
vestigations abroad. Upon his return he 
joined the faculty of New York university, 
where he served until founding his own 
school, the Esquerré post-graduate school 
of accountancy, New York.
Henry A. Niles
Henry A. Niles, of New York, a charter 
member of the Institute and senior partner 
in the firm of Niles & Niles, which he 
organized in 1894, died on August 16th. 
He was 69 years old.
Though a native of Philadelphia, M r. 
Niles had lived for many years in New 
York. He was active in the early organi­
zation of the profession of public account­
ing in this country. As chairman of the 
committee on departmental methods of the 
American Association of Public Account­
ants, predecessor of the Institute, he di­
rected one of the first investigations into 
governmental accounting procedure. He 
served on the Institute’s special war com­
mittee in 1917, 1918 and 1919.
M r. Niles was a member of the New 
York bar and was given the degree of 
Master of Laws by New York university. 
He served for two years as president of 
the New York state board of examiners 
of certified public accountants. During 
the world war period he was a member 
of the accounting committee of the council 
of national defense. M r. Niles was a 
member of the New York State Society of 
Certified Public Accountants.
Conference with Members of Dela­
ware Board
Representatives of the American Insti­
tute of Accountants and the Delaware 
state board of accountancy met at New 
York, August 29th, to discuss general ques­
tions related to administration of state
C. P. A. laws. Harry J . Mack and Charles 
I. Belfint of the Delaware board met with 
W ill-A. Clader, chairman of the com­
mittee on state legislation, M . E . Peloubet, 
chairman of the Institute’s board of exam­
iners, and the secretary of the Institute.
Accountancy and Education
Charles E. Mather, representative of the 
Institute on the National Advisory Com­
mittee of Citizens, adjunct of the National 
Schoolmart and National Schoolview, spoke 
at a conference of these bodies held at New 
York, August 15th to 24th, under the aus­
pices of the National Association of Public 
School Business Officials.
Discussing the ideal relationship between 
modern reporting and accounting science 
and the educational system, M r. Mather 
said that the aim of education should be to 
develop powers of thought rather than the 
acquisition of facts.
“It should be a training of faculties of ob­
servation, of analysis of inferences and of 
criticism. It should develop the habit of sus­
pending judgment until it is reasonably certain  
that all the evidence is in ; the habit of weigh­
ing statements, of comparing that which is pre­
sented as a fact with other known facts, to see 
if it is in agreement therew ith; to develop 
sound judgment and the habit of questioning 
everything that you see or hear, endeavoring to 
discover the reason and the principle behind 
it . . .
“In these days, the tendency is to avoid 
thinking. It is so easy to take for granted what 
is told to us and it is convenient for the powers 
that be, whether parents, school authorities or 
heads of governments, to say ‘this is so and 
you must believe it.’
“Let us train a generation of thinkers and 
train them to think on all problems presented 
to them. It will cause trouble and inconveni­
ence but it will not develop a brain trust.”
6
Bulletin of A m erican Institute of Accountants
"Reports to Stockholders”
Under date of August 2nd there was 
submitted to the business advisory and 
planning council for the United States 
department of commerce a report of its 
committee on statistical reporting and uni­
form accounting for industry, which shortly 
thereafter was made public. Copies of the 
report, entitled “Reports to stockholders,” 
are being sent with this B u lletin  to all 
members and associates of the American 
Institute of Accountants. Sufficient copies 
for this purpose were furnished without 
charge by the secretary of the business ad­
visory and planning council, with the 
thought that distribution of the report to 
the membership of the Institute would re­
sult in wide consideration of the matter by 
those most interested in the subject with 
which the report deals.
The fact that the report is being dis­
tributed by the Institute does not, of 
course, indicate that it has been formally 
considered by the Institute, which is not 
in a position to express official approval or 
disapproval of the document. It is being 
circulated merely for the information of 
members.
The committee under whose direction 
the report was prepared consists of W alter 
S. Gifford, chairman, Pierre S. du Pont 
and William A. Harriman. The commit­
tee engaged Professor T . H. Sanders of 
Harvard University as research secretary 
to assemble material on which the report 
is based. During its preparation the com­
mittee consulted with representatives of 
the accountancy profession including sev­
eral members of the American Institute of 
Accountants.
“Reports to stockholders,” which con­
sists of 23 printed pages, deals at the out­
set with a general discussion of the nature 
of accounting statements, the importance 
of consistent application of accounting prin­
ciples, the possibility of uniform accounting 
and reporting practices and related mat­
ters. It then analyzes items of the balance- 
sheet and of the income statement, offer­
ing suggestions as to the manner in which 
they should be displayed.
Reference is made to the recommenda­
tions of the American Institute of Account­
ants in its correspondence with the New
York stock exchange, and under the head­
ing “Auditor’s certificate” the form of cer­
tificate approved by the Institute’s commit­
tee and the listing committee of the New 
York stock exchange is reproduced.
A limited number of copies of the re­
port are available at the offices of the In­
stitute for distribution to professional ac­
countants without charge. Copies may also 
be obtained from the government printing 
office at Washington at a nominal charge.
P r e s id e n t ' s C o m m e n t
Upon publication of the Gifford commit­
tee report, John F. Forbes, president of 
the American Institute of Accountants, 
issued to the press a statement which was 
published in various daily newspapers in 
the following form:
“Calling it a ‘most valuable discussion of a 
subject of prime importance’ John F. Forbes, 
president of the American Institute of Account­
ants, has advised all investors to study the re­
port of W . S. Gifford’s committee on uniform  
accounting for industry recently submitted to 
the business advisory and planning council for 
the department of commerce.
“ ‘It can not be too frequently emphasized,’ 
M r. Forbes said in a public statement, ‘that 
investors must understand the nature of ac­
counting statements before they can judge to 
what extent such statements may be relied 
upon. It is no less important that the public 
as a whole understand that any attempt to im­
pose rigid uniformity of accounting upon indus­
try would have unfortunate results for all con­
cerned. The report of M r. Gifford’s committee 
will do much to clarify public thought on both 
points.
“ ‘In hearings in W ashington during the past 
few years there have been frequent loose ref­
erences to the desirability of uniform account­
ing, and in some legislative proposals there is 
evidence that a great many people think the 
problem much simpler than it is.
“  ‘Leading accountants have often said that 
the accounting practices of public utilities and 
railroads, which are subject to governmental 
regulation and are more or less standardized  
according to groups, are less conservative than 
those of industrial corporations as a whole. 
This contention is supported by the following 
paragraphs of M r. Gifford’s committee:
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“ ‘Complete uniformity in accounting p rac­
tices throughout the whole field of business 
enterprise is often cited as an objective 
toward which business should constantly 
strive. Such an objective, however, even 
granting that it were susceptible of attain­
ment, would by no means represent an ideal 
situation. T o  attempt now to standardize 
accounting procedures for all business would 
inevitably result in a standard far below 
the accounting practices of leading business 
concerns at the present time, and would tend 
to stifle the evolutionary progress which has 
been constantly under way in accounting for 
many years and should be permitted to con­
tinue. M oreover, it is clear that, except for 
well-known basic principles which should 
find recognition in all accounting, the most 
effective accounting for a particular com­
pany must be a system specifically designed 
to meet the peculiar requirements of that 
company.
“ ‘A far better objective is first: the recog­
nition, adoption and consistent application by 
all business concerns of the basic principles 
of accounting, and second: the development 
and adoption, within each reasonably homo­
geneous field of industry, of uniform account­
ing practice especially adapted to the needs 
of that industry. Experience has shown that 
a trade association, for example, representing 
a group of manufacturers all engaged in the 
same industry may, with full knowledge of 
that particular business, develop a system of 
accounts that will conform to these funda­
mental principles and at the same time be 
better suited to that business than would a 
system designed for general application. 
Likewise, the experience of the interstate 
commerce commission and other regulatory 
agencies has demonstrated that, while cer­
tain basic principles may be generally ap­
plied, it is necessary to devise a separate ac­
counting system for each class of public 
utility coming under their jurisdiction.’
“ ‘These points have been frequently em­
phasized by the American Institute of Account­
ants in conversations with the New York  
stock exchange, the Investment Bankers’ Asso­
ciation, the securities and exchange commis­
sion and others. The accountancy profession 
will welcome the report of M r. Gifford’s com­
mittee as a means of increasing general knowl­
edge of a subject whose importance has been 
widely underestimated until recently’.”
The thirty-second annual meeting of the 
Dominion Association of Chartered Ac­
countants was held at Montreal, Quebec, 
September 4 to 7, 1934.
Private sessions of the executive com­
mittee and council occupied the greater 
part of the first two days. On Wednes­
day, September 5th, George C. McDonald, 
president of the Association, tendered a 
luncheon at the Montreal club to members 
of council, at which the president and sec­
retary of the American Institute of Ac­
countants were privileged to be present. 
M r. and Mrs. McDonald received visiting 
members and ladies at the Mount Royal 
hotel on the evening of the 5th.
On the morning of September 6th there 
was a business session at which the chair­
man introduced John F . Forbes, president 
of the American Institute, and H. L. H. 
Hill, past-president of the Institute of 
Chartered Accountants in England and 
Wales, each of whom responded briefly. 
Reports of constituent societies, of council 
and of committees were presented. The 
afternoon was devoted to a golf tourna­
ment and to a trip around the harbor for 
non-golfers and ladies, as guests of the 
Montreal harbor commissioners. A din­
ner dance took place in the evening.
The following morning a paper on “The 
new Dominion companies act” was pre­
sented by Alfred B. Shepard. At a lunch­
eon for members and ladies, as guests of 
the Society of Chartered Accountants of 
the Province of Quebec, M r. Hill deliv­
ered an address. In the afternoon a paper 
on “Investigations” was presented by J . 
Gray Mundie, vice-president of the Do­
minion Association, which was followed by 
discussion. A paper on “Some phases of 
income tax” was read by A. P. Foster and 
was followed by discussion from the floor.
The annual banquet of the Association 
was held in the evening of September 7th. 
M r. Forbes responded to the toast to the 
visitors. W . C. Clark, deputy minister of 
finance of the Dominion of Canada, deliv­
ered an address on the subject of “The 
Bank of Canada.”
Annual Meeting Dominion Associa­
tion of Chartered Accountants
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A r iz o n a
The membership of the Arizona state 
board of accountancy for the year 1934-
1935, as recently announced, is as follows:
R. L. Jones, President, Phoenix.
Arthur C. Roger, Secretary, Phoenix.
Fred G. Lambert, Treasurer, Phoenix.
Ken W . Davidson, Kingman.
Claud F. H arm an, Prescott.
D e l a w a r e
Harry J .  Mack and Charles I. Belfint 
have recently been appointed as members 
of the Delaware state board of account­
ancy. William J . Storey is chairman of the 
board and M r. Belfint is secretary.
M is s is s ip p i
Appointment of the Mississippi state 
board of accountancy was announced Au­
gust 23rd. Its personnel for the coming 
year is as follows: Robert H. Crook, of 
Meridian; Dick D. Quin, of Jackson, and 
Roy Collins, of Jackson.
Accounting under National Retail 
Code Authority
Attention of the Institute was recently 
drawn to bulletins of the National Retail 
Code Authority, Inc., issued under date of 
May 15th and June 8th, respectively, to 
local code authorities throughout the coun­
try.
The first bulletin, designated as No. 18, 
instructed local authorities to arrange for 
audits of their books by a certified public 
accountant for the period from creation of 
each code authority to July 1, 1934. Copy 
of the audit report was called for by the 
national code authority by August 1st.
The subsequent bulletin, designated as 
No. 22, stated that it was not essential that 
the required audit be made by a certified 
public accountant, but that the services of 
any competent accountant would be satis­
factory. A “balance-sheet report” was re­
quested, signed and sworn to before a no­
tary public by the auditor and the chair­
man of the local code authority. Informa­
tion called for in the report included in­
come received from assessments and expen­
ditures in the classifications of executive
State Boards of Accountancy salaries, clerical salaries, rent, telephone 
and telegrams, equipment, shopping ex­
penses and miscellaneous.
The contents of these two bulletins were 
discussed briefly by the secretary of the 
American Institute of Accountants and the 
director of the National Retail Code Au­
thority early in August. It was pointed 
out that while the instructions called for 
a balance-sheet report the detailed informa­
tion required was of a nature which would 
necessitate a statement of receipts and dis­
bursements. This inconsistency was recog­
nized by the director. The change in the 
requirement of an audit by a certified pub­
lic accountant was explained on the ground 
that engagement of certified public account­
ants was considered an unnecessary expense 
in many cases, and that in many of the 
smaller communities certified public ac­
countants were not available for the work. 
It was pointed out that the audit report 
was to be used only for purposes of the 
national code authority, not for credit or 
any other purposes.
The income of the local code authorities 
comes from only one source, assessments, 
and their expenditures fall into only a few 
classifications, it was said. Since the re­
quired reports are more or less in the na­
ture of accounting for trust funds the na­
tional code authority deemed it sufficient 
to request a statement sworn to before a 
notary public by the chairman of the local 
code authority and any competent account­
ant.
The National Retail Code Authority 
had no intention, it was said, to require a 
notarial signature in any cases in which cer­
tified public accountants certified the re­
quired statements.
There has been much discussion recently 
of standardization of corporate financial re­
ports. The fear has been felt by many account­
ants that governmental agencies may impose, 
without knowledge of the significance of their 
action, a form of standardization which would 
be both annoying and injurious to business. 
Frederick H. Hurdman, member of the Am eri­
can Institute of Accountants, discussed the sub­
ject at a recent conference of the American  
Management Association.
The D aily Reporter, Sioux City.
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Registrations Under Exchange Act
The new securities and exchange com­
mission, headed by Joseph P. Kennedy, on 
September 4th assumed the function of 
administering the securities act of 1933 and 
the securities exchange act of 1934. The 
former had been under the administration 
of the federal trade commission.
The commission, on August 13th, made 
public rules and regulations governing the 
registration of exchanges and the tempo­
rary registration of securities and at the 
same time made available forms to be used 
in making these applications.
S e c u r i t i e s  E x c h a n g e s
Whether applying for registration or ex­
emption from registration, securities ex­
changes are required under the regulations 
to furnish detailed information regarding 
their accounting and reporting require­
ments of member firms. The following 
questions must be answered:
Does the exchange require financial state­
ments from its member firms? How frequently 
and with what notice does the exchange re­
quire such statements?
Must such statements be certified by an in­
dependent certified or public accountant?
W hat procedure does the exchange employ 
in checking the accuracy of such statements?
Under what circumstances and by whom may 
exceptions be allowed to the requirements for 
such statements?
Specimen forms of such statements are 
required to be filed by the exchange with 
its application.
I s s u e r s  o f  S e c u r i t ie s
A security already listed on an exchange, 
or authorized for addition to the list, may 
receive temporary registration upon appli­
cation by the company to the exchange, 
which, in turn, is to forward the applica­
tion to the commission. Such registration 
will expire on June 30, 1935, or at an 
earlier date to be announced by the com­
mission. Issuers of securities temporarily 
registered are not required to file with the 
commission any reports other than those 
which they make available to security 
holders.
Certain special classes of securities tem­
porarily registered are exempt from all re­
porting requirements. Among these are se­
curities issued by corporations in reorgani­
zation under the bankruptcy act or in bank­
ruptcy or receivership, foreign governments 
and foreign corporations. Such securities 
may be registered on application by the ex­
change instead of by the issuer.
The closing date for applications by com­
panies was fixed at September 15th, and 
for applications by exchanges in the afore­
mentioned special cases at September 22nd.
Regulations for applications for tempo­
rary continuance of unlisted privileges were 
also published.
Proposed Legislation
Legislation which would restore to pub­
lic accountants and attorneys who are mem­
bers of the United States naval reserve the 
right to practise before the United States 
treasury department has been proposed. 
Under a treasury decision, section 109 of 
the criminal code was held to prohibit re­
serve officers from such practice, even while 
totally inactive. H. R. 7357, which was 
passed by the house of representatives at 
the last session of congress but was not 
acted upon by the senate, would allow these 
accountants and attorneys to practise pro­
vided they are not on active duty.
A ccountancy Twenty - f iv e  
Y ears A go
E d u ca tio n
“W hy not let the practioners and teachers 
of accountancy get together to discuss ques­
tions of mutual interest? The teachers are  
willing and anxious to do all they can to bring 
about uniformity and advance the profession. 
Some are wr iting texts, all are trying to give 
clear scientific courses, but as yet the examin­
ing boards have given little help in these en­
deavors. Perhaps the teachers are at fault, 
but at any rate, whoever was to blame in the 
past, can the past not take care of itself? W hy  
not let a new era dawn for the profession in 
which examiners, practitioners and teachers 
will work together with one end in view, the 
establishment of the profession on a truly scien­
tific basis?”
T he Journal of Accountancy, Sept., 1909.
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Listing Requirements of Stock Ex­
changes
N e w  Y o r k  C u r b  E x c h a n g e
The listing requirements of the New 
York stock exchange which particularly af­
fect the practice of public accountants were 
summarized in the August issue of the B u l­
letin. A similar analysis of the require­
ments of the New York curb exchange, 
with the headings under which they ap­
pear in the regulations of the exchange, is 
given below:
Requirements for Original Listing
Sto ck
O. Recite the policy as to depreciation.
T . State date fiscal year ends.
Applications from corporations which own 
or operate mines must include:
D. Outline the policy as to depletion.
Applications from companies which own or 
operate oil or gas wells must recite:
K. Recite the policy as to depletion.
B onds
An application for an original listing of 
bonds must recite all information required for 
listing stock.
Requirements for Listing of Additional 
Amounts
K. Recite policy as to depreciation and de­
pletion.
O. State date fiscal year ends.
Requirements for Listing of Capital Stock Issu­
able in Substitution for Previously Listed 
Shares of the Same Class
K. Recite policy as to depreciation and de­
pletion.
O. State date fiscal year ends.
Papers to Be Filed with Applications
Stocks
1. Financial statements. Submit accountant’s 
report in duplicate. The accountant’s report 
submitted, or portions thereof, will be included 
as part of the listing application when the 
same is printed for distribution.
The financial statements must be consoli­
dated where there are constituent, subsidiary, 
owned or controlled companies, and in addi­
tion, if requested, individual statements should 
be furnished for these companies as well as 
for the parent company.
(a )  Balance-sheet as of a recent date, in
ordinary cases not more than 90 
days prior to the date of applica­
tion.
(b) Detailed statements of income and
profit-and-loss to the date of bal­
ance-sheet and (in comparative 
form ) for each of the three pre­
ceding fiscal years, if the corpora­
tion has been in existence that 
long. In the case of companies 
which are developing and have 
not reached production, a state­
ment of cash receipts and dis­
bursements from inception should 
be submitted.
(c) Schedules must accompany the bal­
ance-sheet showing a clear analy­
sis of the following:
Properties: How acquired. If by stock or 
cash. Give amounts of each.
Surplus: Complete detailed analysis pre­
pared for a number of years. Paid-in sur­
plus, surplus arising from revaluation and 
other increases must be clearly separated from 
earned surplus.
All other assets or liabilities which should 
properly be analyzed to clearly set forth the 
financial condition.
The accountant’s certificate must contain a 
statement to the effect that the minutes of the 
stockholders’ meetings and board of directors’ 
meetings have been examined, and that the 
financial statements as submitted are in ac­
cord therewith. The accountants should de­
scribe clearly the scope of the examination 
made.
The financial statements must be prepared  
and certified by a properly qualified practicing  
public accountant or certified public account­
ant in good standing, not an officer, director or 
employee of the applicant corporation. The  
report must be prepared on the stationery of 
the accountant. The accountant shall submit 
to the New York curb exchange a statement 
setting forth his qualifications.
All financial statements are submitted to the 
consulting accountant appointed by the New 
York curb exchange for approval as to form, 
substance and agreement with the require­
ments. Any inquiries as to accounting pro­
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cedure will be answered by him only through 
the medium of the exchange.
5. A certified copy of the last annual report, 
if any was published, in the form in which the 
same was distributed to stockholders.
B onds
All papers required for listing stocks.
Se c u r it ie s  o f  R eo r g a n ized  C orporations
1. All papers required for listing stocks.
4. Certified income and surplus account and 
balance-sheet at close of receivership, if avail­
able.
5. Certified balance-sheet at date of reor­
ganization.
For Additional Amounts
Stocks
1. Nos. 1 and 5 of papers required for orig­
inal listing.
B onds
1. Nos. 1 and 5 of papers required for orig­
inal listing.
For Substitutions
1. Financial statements similar in form to 
No. 1 of papers required for original listing. 
Also a statement of the adjustments to be made 
in the balance-sheet to give effect to change in 
capitalization.
5. No. 5 of papers required for original list­
ing.
For Voting-trust or Stock-trust Certificates
1. Papers required for listing stocks, where 
applicable.
For Certificates of Deposit
1. Papers required for listing stocks and 
bonds, where applicable.
Agreements
2. To  send to stockholders, at least ten days 
in advance of the annual meeting of the com­
pany, an income account and a balance-sheet, 
covering the previous fiscal y ear; a consoli­
dated income account and a consolidated bal­
ance-sheet, or an income account and a balance- 
sheet of the parent company and all constitu­
ent, subsidiary, owned or controlled companies.
3. T o  furnish the exchange with certified 
copies thereof.
5. If the company or any subsidiary, directly 
or indirectly controlled, takes up as income 
stock-dividends received at an amount greater 
than that charged against earnings, earned sur­
plus, or both of them, by the issuing company, 
the difference resulting from such method of 
accounting will be clearly indicated in all 
financial reports thereafter distributed.
6. Not to make any change in depreciation 
policies as described in the application and not 
to make any substantial change in any percent­
ages therein recited as applicable to particular 
classes of property without notifying the New 
York curb exchange and without calling at­
tention to such changes in the next succeeding 
published report, and if this be an interim re­
port, also in the next succeeding annual report.
7. T o  furnish promptly to the committee on 
listing such further information with respect to 
the condition of the company, or of any of its 
subsidiaries, as the said committee may request.
8. T o  notify the New York curb exchange 
promptly in the event of issuance of options or 
w arrants to purchase stock, otherwise than 
pro rata  to stockholders, and the number of 
shares covered by such options, of their terms 
and the time within which they may be exer­
cised or of any subsequent changes therein, and 
thereafter to include this information together 
with like information as to any options in ex­
istence at the time of approval of this applica­
tion, so long as said options are outstanding, 
in all annual financial reports furnished to 
stockholders and in all formal published re­
ports.
Questionnaire
11a. W hat accountant or accounting firm 
audits the books and accounts of the company?
11b. W ill you inform the New York curb 
exchange immediately if there is a change?
11c. Has any member or employee of the ac­
counting firm any official relation with the ap­
plicant company?
12. W ill you make copies of the audits of 
your books available to the committee on re­
quest?
13a. As of what date were the financial 
statements prepared which have been sub­
mitted in support of the present listing applica­
tion?
13b. Has there been any material change in 
the financial condition, operations or income
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of your company since the above-mentioned 
date?
14. Have any other reports of a financial, 
accounting or engineering nature been made 
either on your behalf or on behalf of any 
banker or underwriting or banking group 
within the past three years?
Requirements for Re-admission to Unlisted 
Trading
Stock
2. The company must have established and 
continued the principle of furnishing to stock­
holders periodical reports containing balance- 
sheets and profit-and-loss statements, certified 
to by independent accountants (in any event, 
not less than once a y e a r).
5. Financial statements. Balance-sheets and 
profit-and-loss statements for a period of not 
less than two years immediately preceding the 
date of application.
9. An official copy of the latest annual re­
port of the corporation in the form as issued 
to its stockholders. The financial statements 
included in said annual report must have been 
prepared by a properly qualified practicing 
public accountant in good standing, and not 
by an officer, director or employee of the cor­
poration.
17. Furnish an agreement to submit promptly 
to the secretary’s office copies of all reports 
and notices distributed by the company to its 
stockholders.
B onds
2. The company must have established and 
continue the principle of furnishing to stock­
holders periodical reports containing balance- 
sheets and profit-and-loss statements, certified 
to by independent accountants (in any event, 
not less than once a y e a r).
5. Financial statements. Balance-sheets and 
profit-and-loss statements covering a period of 
not less than two years immediately preceding 
the date of application.
17. Furnish an agreement to submit promptly 
to the secretary’s office copies of all reports 
distributed by the company to its stockholders.
The listing requirements of the Chicago 
board of trade which particularly affect the 
practice of public accountants will be sum­
marized in a subsequent issue of the B u l­
letin.
A manual of cost accounting principles 
for the hosiery industry has recently been 
approved and issued by the hosiery code 
authority. It is introduced by the follow­
ing statement of purpose:
“The prime purpose of the cost principles 
presented herein is to produce individual-mill 
product costs which will be developed on a 
comparable basis and which will be used by 
the individual mills for the determination of 
selling prices.
“Other purposes retained in mind during the 
development of this work were the following:
“ 1. T o improve the general accounting prac­
tices of the industry.
“2. T o  furnish all mills with an outline of 
policies and principles so that every mill can  
make a reasonably accurate estimate of the 
cost of producing and selling any or all styles.
“3. To provide a working basis for the mill 
to develop its analyses of expense and costs to 
any point which it may consider desirable and 
practical for its own individual requirements.
“4. T o  make the principles broad and flexible 
enough so that they will not require any radical 
changes in the general accounting methods of 
the mill whose accounting is now conducted 
along conventional lines, or in those account­
ing systems that now furnish managements 
with the necessary and ordinary information 
regarding the general operations of their 
mills.”
Capital-Stock Tax Regulations
Regulations 64 of the United States 
treasury department, relating to the capital- 
stock tax imposed on all domestic corpora­
tions by section 701 of the revenue act of
1934, were issued on August 27th. The tax 
thus imposed takes the place of the similar 
tax imposed by section 215 of the national 
industrial recovery act.
Recent Publication
The 1934 edition of the D irectory of 
organizations in the field of public adm in­
istration, published by the Public Adminis­
tration Clearing House, Chicago, has made 
its appearance. It describes approximately 
2,000 organizations interested in the im­
provement of administration.
Cost Accounting under Hosiery Code
13
Bulletin of A m erican Institute of Accountants
The American Society of Certified Pub­
lic Accountants extends a cordial invitation 
to all accountants, whether members of 
the society or not, to attend its annual 
meeting to be held at Atlantic City, Mon­
day, Tuesday, Wednesday and Thursday, 
October 1, 2, 3 and 4. The society has 
submitted the following summary of the 
program for its meeting:
“Monday will be largely devoted to en­
tertainment features. Tuesday morning 
will be given over to the business meeting 
of the state representatives. Beginning 
Tuesday afternoon there will be five pro­
gram sessions, open to all. At the first 
session the speakers will be President Ellis 
and Lawrence William Robson, chartered 
accountant of London, who will discuss 
‘Some economic aspects of taxation.’
“The Wednesday morning speakers will 
be Joseph J . Klein, who will discuss ‘Pub­
lic accounting— the most hazardous of pro­
fessions,’ and Henry H. Heimann, execu­
tive manager of the National Association of 
Credit Men who will speak on ‘The 
credit aspects of the new deal.’
“Wednesday afternoon ‘The relation of 
attorney and accountant’ will be discussed 
by H . Theodore Sorg of the legal firm of 
Sorg, Duncan and Bailey, New York, and 
Julius E. Flink. This will be followed by 
Leon Henderson, of the research and plan­
ning division, N.R.A., who will discuss the 
‘Problems of cost as relating to codes.’ 
“Thursday morning Fayette H . Elwell, 
member executive committee of the Na­
tional Committee on Municipal Account­
ing, will speak on the subject of ‘Munici­
pal accounting,’ and a representative of the 
treasury department, designated by Secre­
tary Morgenthau, will discuss several mat­
ters in which the treasury department and 
accountants are interested.
“Thursday afternoon a representative of 
the securities and exchange commission will 
deliver an address. This will be followed 
by a round table question forum covering 
all of the problems which have been raised 
during the meeting.
“The Claridge hotel will be headquar­
ters for the meeting.”
American Society of Certified Public
Accountants The following are brief excerpts from 
articles mentioning the American Institute 
of Accountants which have appeared in the 
public press during recent months:
Discussion by eminent authorities of the 
effect of the federal attempt to control the re­
porting practices of corporations issuing se­
curities for public consumption will be the 
feature of the forty-eighth annual meeting of 
the American Institute of Accountants, to be 
held at Chicago, October 15 to 18, it was an­
nounced yesterday.
T he H erald Tribune, New York.
The American Institute of Accountants and 
other professional organizations of accountants 
are united in emphatic disapproval of the prac­
tice of bidding in competition for engagements. 
They have opposed it on the grounds that it 
is subversive of the high standards of ethical 
conduct and technical proficiency which they 
are constantly striving to maintain.
The Am erican City.
Devaluation of the dollar will bring con­
fiscation of the dollar in the guise of income 
tax  unless the laws imposing such taxes are 
correspondingly modified, an article in the 
current issue of the Journal of Accountancy, 
official publication of the American Institute 
of Accountants, says.
T he Commercial Daily New s, San Francisco.
If business firms make public their account­
ing methods, as urged by the American In­
stitute of Accountants, each published financial 
report should state the method utilized. This 
would constitute a long forw ard step toward  
clearing up the entire problem of public finan­
cial reporting.
T he Post, Boston.
A rbitrary methods may be expected from the 
United States treasury department in admin­
istering its new policy on depreciation allow­
ances in income tax returns, M aurice E. Pelou­
bet, chairman of the board of examiners of the 
American Institute of Accountants, declared  
today in the September issue of the Journal of 
Accountancy.
T he W orld-Telegram , New York.
Accountancy and the Press
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MEETINGS AND ELECTIONS
Minnesota
Nine past presidents attended the thirtieth 
anniversary celebration of the Minnesota So­
ciety of Certified Public Accountants held at 
Minneapolis on August 3.
H erbert M. Temple, one of the founders and 
the first president of the society, was the prin­
cipal speaker. He traced the history of the 
profession and of the society and pointed out 
that public accountants today have before them 
unlimited opportunities.
All the past presidents were presented with 
certificates citing them for meritorious service.
Ohio
Members of the Cincinnati chapter of the 
Ohio Society of Certified Public Accountants 
met on August 29 to elect officers for the com­
ing year. The new officers a re : Fred G. 
Fielman, president; Abner Starr, vice-presi­
dent, and Richard C. Kennedy, secretary and 
treasurer. Plans for the fall meeting of the 
state society, to be held at Cincinnati Septem­
ber 20, 21 and 22 were discussed.
Tennessee
The third annual meeting of the Tennessee 
Society of Certified Public Accountants under 
its present form of organization was held at the 
Farragut Hotel, Knoxville, Tenn., August 24 
and 25, 1934.
M. O. Carter, president of the society, pre­
sided. Invocation was offered by Dr. Fred F. 
Brown. Clarence F. Holland, executive vice- 
president of the Knoxville chamber of com­
merce, welcomed the visitors to Knoxville and 
in the course of his address made favorable 
references to the work of the Tennessee valley 
authority. H. H. Osborn, secretary, and Avis 
T . Hobbs, treasurer, presented their reports. 
Mr. C arter summarized the work of their so­
ciety for the past year.
John L. Carey, secretary of the American 
Institute of Accountants, was then introduced 
and spoke on the subject of co-operation among 
accountants. He pointed out that the chief 
common object of co-operation among account­
ants during the past twenty-five years had been 
recognition of the profession by the public at 
large. During the past few years accountants 
have been widely recognized through federal
statutes, stock exchange regulations, N. R. A. 
codes, state laws and in other ways, he said. 
Accordingly, it was suggested that the pro­
fession devote its major attention at the pres­
ent time to building up higher standards, both 
technical and ethical, educating the members 
of the profession and employees and the pub­
lic at large and perfecting the structure of the 
professional organizations.
Following the address there was a general 
discussion of the problems of competitive bid­
ding. It was finally resolved that each chapter 
of the society should submit to the secretary  
a draft of a resolution designed to prohibit 
the practice and that the officers of the society 
endeavor to frame a resolution or rule includ­
ing all the points brought to attention.
In the afternoon there were no business ses­
sions and many of those in attendance played 
golf at the Cherokee Country Club. In the 
evening there was a round-table discussion of 
treasury decision 4422, capital-stock taxes and 
other subjects.
On the morning of the following day H arry  
M. Jay, chairman of the Tennessee State 
Board of Accountancy, delivered an address 
on the work and co-operation of the Tennes­
see board and the Tennessee society. He out­
lined the legislative activities of the society 
and its program for the future and emphasized 
the necessity for co-operation and for high 
standards.
George P. Ellis, president of the American 
Society of Certified Public Accountants, was 
then introduced. His address was devoted 
chiefly to problems arising under the national 
industrial recovery act. He expressed the 
opinion that the essential features of the 
N. R. A. would become a permanent part of 
the business structure of the United States, but 
that there would be changes in administrative 
methods. He espoused self-government in 
business, with the federal government as an 
arbiter rather than as a commander. The re­
mainder of the morning session was devoted 
to general discussion led by Hoskins Van 
Hooser.
The afternoon was devoted to recreation. 
In the evening there was a banquet at which 
Judge Clarence Templeton acted as toast­
master.
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H ilary H. Osborn, of Nashville, was elected 
president of the society, succeeding M. O. 
Carter, of Memphis. Other officers elected 
are H. Clay Jones, of Knoxville, vice-president; 
W . M. Duncan, of Nashville, secretary; and 
Hoskins Van Hooser, of Chattanooga, treas­
urer.
M e m p h is
The recently elected officers of the Memphis 
chapter of the Tennessee Society of Certified 
Public Accountants’ were installed at a meet­
ing on August 21. They are : George A. Bone, 
chairm an; Roscoe C. Clark, vice-chairm an; 
John H. Rawlings, secretary, and Jam es A. 
Matthews, treasurer.
Texas
The annual meeting of the T exas Society of 
Certified Public Accountants’ will be held at 
Dallas on October 12 and 13, 1934. Among 
the speakers will be Archie M. Smith, mem­
ber of Council of the American Institute of 
Accountants; George P. Ellis, president of the 
American Society of Certified Public Account­
ants; W illiam Aikman, of San Antonio, and 
Lawrence Fleck, of Southern Methodist Uni­
versity.
Virginia
The silver anniversary meeting of the V ir­
ginia Society of Public Accountants was held 
on September 7th and 8th at Virginia Beach. 
Organized and incorporated in 1909, the V ir­
ginia society is one of the oldest organizations 
of the profession in the South.
Lawrence E. W atson, of Norfolk, president 
of the society, presided. The meeting opened 
with a business session on the morning of 
September 7th. A t the afternoon session D. W .
Springer, secretary of the American Society 
of Certified Public Accountants, addressed the 
members on opportunities offered accountants 
under the “New D eal.”
During the evening there was informal danc­
ing at the C avalier beach club.
On September 8th there were two addresses, 
one by M aurice E. Peloubet, chairman of the 
board of examiners of the American Institute 
of Accountants. M r. Peloubet discussed the 
relationship between local and national or­
ganizations and told at length of the activities 
of the Institute. He described its efforts to 
protect and further the interests of professional 
accountants in the representations that it made 
to W ashington during the consideration of re­
cent federal legislation and explained the bear­
ing that this legislation has upon the practice 
and standing of accountants everywhere. He 
also described the efforts of the Institute to 
develop service to accountants, mentioning its 
bureau of information, the preparation of 
standard examinations and other projects.
Following his address, many questions were 
asked in open forum and there was general 
discussion of the functions of the professional 
organizations.
The other address of this day was made by 
Raymond B. Pinchbeck, dean of the University 
of Richmond. Dr. Pinchbeck spoke on “A c­
countants under the New Deal.”
The meeting was brought to a close with 
the annual banquet on the evening of the 8th. 
Again there was informal dancing at the 
Cavalier beach club.
The committee in charge of arrangements 
for the meeting was headed by L. Dow Led­
better, who was assisted by Emmet P. Dallas, 
and George J . W aas.
ANNOUNCEMENTS
Smith-Ellingson-Schuldes Co., of Green 
Bay, Wis., has announced the opening of 
an office at 801 Sheridan rd., Menominee, 
Mich.
Connecticut chamber of commerce to sur­
vey and report on legislative matters that 
come before the next session of the state 
legislature.
W . J .  Christian, of Birmingham, re­
cently addressed the Birmingham real es­
tate board on the feasibility and desirabil­
ity of county consolidation.
Charles F . Coates, of Hartford, Conn., 
has been appointed to a committee of the
Henry B. Fernald, of New York, has 
recently been made chairman of a sub­
committee of the United States chamber of 
commerce on the appraisal of natural re­
sources. He has also been appointed to the 
committee on education of the Merchants 
Association of New York.
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Annual Meeting
The 18th annual meeting of the Amer­
ican Institute of Accountants was held at 
the Stevens Hotel, Chicago, October 15 to 
18, 1934. The following officers and mem­
bers of council were elected on the last 
day of the meeting:
P r e s id e n t  :
George Armistead, Texas
V i c e - P r e s id e n t s  :
John D. Cherrington, Ohio
H . W . Hennegin, Arkansas
T r e a s u r e r  :
Arthur W . Teele, New York
C o u n c i l  fo r  F iv e  Y e a r s :
Frederick B. Andrews, Illinois 
M . H. Barnes, Georgia 
Lincoln G. Kelly, Utah 
W alter Mucklow, Florida
I. Graham Pattinson, California 
T . Edward Ross, Pennsylvania 
Archie M . Smith, Louisiana
C o u n c i l  f o r  F o u r  Y e a r s  (to fill 
vacancies) :
Paul K. Knight, New York 
William R. Tolleth, Virginia
C o u n c i l  f o r  T h r e e  Y e a r s  (to fill 
vacancies) :
Charles F. Coates, Connecticut 
Robert O. Berger, Illinois
C o u n c i l  f o r  Tw o Y e a r s  (to fill 
vacancies) :
Harry M . Jay, Tennessee 
Norman Loyall McLaren, California
A u d it o r s  :
Theodore Krohn, New Jersey 
W arren W . Nissley, New York
John L. Carey was re-elected secretary 
by the Council at its meeting on October 
18th.
More than 500 accountants attended the 
meeting and about 35 states were repre­
sented.
P r o c e e d in g s
The business program opened on the 
morning of Monday, October 15th with 
a meeting of the council in executive ses­
sion. On the evening of this day a meet­
ing of representatives of state accountancy 
boards took place, with Maurice E. 
Peloubet, chairman of the Institute’s 
board of examiners, presiding. W arren W . 
Nissley, of New York, a member of the 
board, made an address on the subject 
“Education for professional accountants,” 
which was followed by discussion.
The first general session opened on the 
morning of October 16th. Following the 
invocation, a welcome was extended to 
representatives of Canadian and Mexican 
societies of accountants. John F. Forbes, 
of San Francisco, president of the Institute, 
delivered his address, and the annual re­
ports of the auditors and of the council 
were presented.
Tw o addresses on the subject of “Prac­
tice under the federal securities act and the 
national securities exchange act” were de­
livered. Rodney F. Starkey, of New York, 
discussed the subject from the viewpoint 
of the accountant and A. I. Henderson, 
of New York, member of the firm of 
Cravath, De Gersdorff, Swaine & Wood, 
spoke from the viewpoint of the attorney. 
There was discussion from the floor.
The afternoon of October 16th was de­
voted to discussion of two topics considered 
of particular importance to accountants at 
this time, “How accountants can serve 
municipalities” and “The possibility of uni­
form accounting for industry.”
A paper on the former topic was read 
by Carl H. Chatters, of Chicago, secretary 
of the National Committee on Municipal 
Accounting, through which the Institute is 
cooperating with other bodies in an effort 
to improve the accounting practices of 
municipalities and to develop a body of 
principles which may guide municipal 
finance officers and auditors. Members of 
organizations represented on the National 
Committee on Municipal Accounting were 
present at this session as guests of the Insti­
tute. Lloyd Morey, of Urbana, Ill., chair­
man of the Institute’s committee on gov­
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ernmental accounting and vice-chairman of 
the National Committee, introduced M r. 
Chatters.
Charles B. Couchman, of New York, 
past president of the Institute and a mem­
ber of its committee on cooperation with 
stock exchanges, spoke on “The possibility 
of uniform accounting for industry.” The 
discussion was led by Lewis Ashman, of 
Chicago. Elmer L. Hatter, of Baltimore, 
vice-president of the Institute, presided.
The whole of Wednesday, October 17th, 
was devoted to recreation. The team com­
petition for the Missouri golf trophy and 
the individual handicap tournament took 
place at the Olympia Fields country club. 
Many spent the day at the club. Others 
visited the Century of Progress exposition.
The general session on the morning of 
October 18th opened with the election of 
officers. Boston was selected as the place 
of the 1935 annual meeting.
Arthur D. Whiteside, of New York, 
member of the national industrial recovery 
board and president of Dun & Bradstreet, 
Inc., spoke on “The accountant’s place in 
the recovery program.” M r. Whiteside’s 
paper was discussed by John K. Mathieson, 
of Philadelphia, and from the floor.
Following the luncheon interval, W right 
Matthews, of Washington, D. C., assist­
ant to the commissioner of internal rev­
enue, delivered an address on “The revenue 
act of 1934.” Discussion of the subject 
was led by Frederick B. Andrews, of Chi­
cago.
Another meeting of council in executive 
session was held in the late afternoon.
The annual banquet was held on the 
evening of October 18th. John P. Daw­
son, retiring president of the Illinois Society 
of Certified Public Accountants and chair­
man of the Institute’s committee on meet­
ings, acted as toastmaster.
Maurice E. Peloubet, of New York, 
spoke on “The effect of inflation on the 
capital structure of the balance-sheet” at 
a combined meeting of the New Haven 
chapters of the National Association of 
Cost Accountants and the National Asso­
ciation of Credit Men, on September 25th.
Examinations
The regular fall examinations of the 
American Institute of Accountants will be 
held on November 15th and 16th, and co­
operating state boards of accountancy will 
hold simultaneous sessions. Following is 
the schedule of the examinations:
Thursday, N ov em b er  15, 1934
9 :0 0  A .M . to 12:30 P .M . Auditing. 
1:30 P .M . to 6 :3 0  P .M . Accounting 
theory and practice. Part I.
Friday , N ov em b er  16, 1934
9 :0 0  A.M . to 12:30 P .M . Commercial 
law.
1:30 P .M . to 6 :3 0  P .M . Accounting 
theory and practice. Part II.
Special Committee on Development 
of the Institute
A subcommittee of the special committee 
on development of the Institute has been 
created in Philadelphia. Its personnel is 
as follows:
Clarence L. Turner, chairman, Philadelphia
John Balch, Philadelphia
Frank S. Glendening, Philadelphia
J . Cyril M cG arrigle, Philadelphia
Edw ard P. Moxey, Jr ., Philadelphia
John C. P arry , Jr ., Philadelphia
Joseph J . Pugh, Philadelphia
Bureau for Placements
The bureau for placements of the Amer­
ican Institute of Accountants, which has 
in the past acted as intermediary between 
firms of accountants and college graduates 
desiring positions, announces that it has in 
its files the names of approximately 50 men, 
graduates of 28 colleges, available for posi­
tions in 17 states.
The activities of the bureau have been 
curtailed during the past several years be­
cause of the lack of demand for staff as­
sistants. The terms stipulated when the 
plan was inaugurated, including guaranty 
of a stated period of employment and pre­
arranged salary, are not at present in force 
and do not apply in the case of men now 
announced as available.
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Joseph William Bourne
Joseph William Bourne, of San Fran­
cisco, a member of the Institute since 1922, 
died September 7, 1934. M r. Bourne was 
36 years old.
He was a native of Brisbane, Australia, 
and during the world war served with the 
Australian expeditionary force. After the 
armistice, he joined the London staff of 
Price, Waterhouse & Co. He later was 
associated with the New York office of 
the same firm. During the two years pre­
ceding his death, M r. Bourne had prac­
tised on his own account at San Francisco.
John Hall Bowman
John Hall Bowman, of Paterson, N. J ., 
a charter member of the Institute, died sud­
denly at his home on September 13, 1934.
He was a graduate of Princeton uni­
versity and engaged in post-graduate study 
at Harvard university. Upon completion 
of his studies there, he joined the staff of 
Price, Waterhouse & Co. and remained 
with that organization continuously for 
thirty-five years. He retired as a partner 
in 1932.
M r. Bowman was considered an author­
ity on fiscal and accounting problems of 
railroads. He was a certified public ac­
countant of Connecticut, New Jersey, 
Louisiana and New York.
Samuel J . Sonderling
The death of Samuel J .  Sonderling, of 
New York, a charter member of the In­
stitute, occurred on August 22nd.
M r. Sonderling was a certified public 
accountant of New York, and recently had 
been manager of the tax department of 
Lehman Bros., bankers. He served on the 
budget and finance committee of the In­
stitute in 1925.
Ray R. Dobson, of New York, has been 
appointed to the committee on taxation and 
public revenues of the Merchants’ Associa­
tion of New York.
T . Jay Dougherty, of New York, has 
been appointed to a committee which is 
investigating the operations of public utili­
ties in the state of New York.
G e o r g e  A r m i s t e a d ,  President
M r. Armistead was born in Mont­
gomery county, Mississippi, and has been 
a resident of Houston, Texas, for many 
years. He is 64 years old.
In the early part of his career he was 
employed in the accounting department of 
the Missouri Pacific railroad and later was 
engaged in the management of Texas rice 
mills and in foreign trade in that product.
In 1916 he began practice as a public 
accountant, and in 1918 was examined by 
the Texas state board of accountancy and 
awarded a certified public accountant cer­
tificate. He became a member of the 
American Institute of Accountants in 1922, 
and has served two terms as president of 
the Texas Society of Certified Public Ac­
countants. He was chairman of the Texas 
fiscal survey committee created by the 
fortieth legislature and is the author of 
a survey of the Texas tax system entitled 
“The Texas tax problem.”
He has been active in the affairs of the 
Institute. Just prior to his election to 
the presidency, he was a member of the 
council, chairman of the committee on pro­
fessional ethics and a member of the 
special committee on the development of 
accounting principles. He was vice-presi­
dent for the term of 1931-32.
J o h n  D. C h e r r i n g t o n ,  Vice-president
M r. Cherrington is a resident of Cin­
cinnati, where he has been engaged in the 
practice of public accounting as a partner 
in the firm of Gano & Cherrington for 22 
years. He has been a director and vice- 
president of the Ohio Society of Certified 
Public Accountants.
He is a charter member of the American 
Institute of Accountants and has served 
on the council for the past five years. In 
1930 he was a member of the special com­
mittee on cooperation with other organ­
izations.
H . W . H e n n e g i n ,  Vice-president
M r. Hennegin is a resident of Little 
Rock and is the oldest practicing account­
ant in the state of Arkansas. He is a
The New Officers
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partner in the firm of Hennegin, Croft 
& Co.
He is a charter member of both the 
American Institute of Accountants and 
the Arkansas Society of Certified Public 
Accountants. For twelve years he was 
president of the Arkansas state board of 
accountancy.
He has been active in the work of 
various Institute committees, notably those 
on federal legislation and on the form and 
administration of income-tax laws. He 
has served a five-year term as a member 
of the council.
A r t h u r  W . T e e l e ,  Treasurer
M r. Teele is a resident of New York, 
where he has practiced since 1891. His 
firm, Patterson, Teele & Dennis, of which 
he has been senior partner from the be­
ginning, was organized in 1901.
He is a charter member of the Institute 
and one of its most active members. He 
served on the special war committee in
1917,  1918 and 1919. He was the first 
chairman of the board of examiners, on 
which he served for a number of years. 
He was vice-president in 1919 and 1921, 
and was for five years a member of the 
council. He has served for nine years on 
the executive committee, in six years of 
which he was treasurer. Other commit­
tees on which he has served are those on 
professional advancement, professional 
ethics, by-laws, and administration of en­
dowment.
During the world war he was a mem­
ber of the war industries board and later 
was appointed by President Harding to 
the emergency fleet claims committee.
He was president of the New York 
athletic club for two years and has been 
a member of the board of governors for 
12 years.
F r e d e r i c k  B . A n d r e w s ,  Member of 
Council (5 years)
M r. Andrews is a native of Tampa, 
Florida, and a resident of Chicago, where 
he has practiced for many years.
He has served as president of the 
Illinois Society of Certified Public Ac­
countants and as secretary of the Illinois 
board of examiners in accountancy. He
became a member of the American Insti­
tute of Accountants in 1917 and since then 
has been active in its committee work.
He was a member of the Council for 
five years and was vice-president in 1932. 
He has been a member of the board of ex­
aminers since 1933, and has served on the 
nominations, credentials and professional 
ethics committees.
M . H . B a r n e s ,  Member of Council (5 
years)
M r. Barnes, a native of Brunson, S. C., 
has lived at Savannah, Ga., since he en­
tered the profession of accounting in 1911. 
For many years he was a partner in the 
firm of Neville, M cIver, Barnes & Co., 
and now practices under the firm name of 
M . H. Barnes & Co.
He has been a member of the American 
Institute since 1920 and recently has been 
active in committee work. Since 1930 he 
has served on the state and federal legisla­
tion committees, the committee on by-laws, 
the special committee on development of 
the Institute and the special committee on 
the natural business year.
L i n c o l n  G. K e l l y ,  Member of Council 
(5 years)
M r. Kelly was born at Fillmore, Utah, 
and now is a resident of Salt Lake City. 
He practices under the firm name of Lin­
coln G. Kelly & Co.
He is a graduate of the University of 
Utah, where he received the degree of 
L L .B ., and of the Walton school of com­
merce. In 1911 he was admitted to the 
bar.
From 1912 to 1916 he was Utah state 
auditor, and upon his retirement from that 
post entered public accounting practice. 
During the war he served in the army with 
the rank of Major, and after the armistice 
served in the income tax unit of the United 
States bureau of internal revenue. In 1920  
he resumed public accounting practice.
M r. Kelly was admitted to the Institute 
in 1919 and since then has served on five 
of its committees, those on procedure, fed­
eral legislation, form and administration of 
income-tax laws, the special committee on 
public affairs and the special committee on 
development of the Institute.
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He has been president of the Utah 
Society of Certified Public Accountants.
I. G r a h a m  P a t t i n s o n ,  Member of Coun­
cil (5 years)
M r. Pattinson was a resident of Pasa­
dena, Cal., for twenty-three years, during 
which he was in charge of the Los Angeles 
office of Price, Waterhouse & Co. He has 
recently moved to New York where he is 
associated with the same firm, of which 
he is a partner.
He is a native of England and was 
admitted to the Institute of Chartered Ac­
countants in England and Wales in 1907. 
In the same year he moved to this country.
M r. Pattinson has served as president 
and as director of the California State So­
ciety of Certified Public Accountants and 
is a member of the New York State So­
ciety of Certified Public Accountants.
He was admitted to the Institute in
1918. During 1933-34 he served on the 
special committee on inventories.
T . E d w a r d  R o s s , Member of Council (5 
years)
M r. Ross is a resident of Philadelphia. 
He entered the employ of John Heins, 
public accountant, in 1887, and in 1892 
was admitted to partnership in the firm of 
Heins, Whelen, Lybrand & Co. In 1898 
M r. Ross, with his brother Adam A. Ross, 
William M. Lybrand and Robert H. 
Montgomery, formed the firm of Lybrand, 
Ross Bros. & Montgomery.
He was one of the founders of the 
Pennsylvania Association of Public Ac­
countants, now the Pennsylvania Institute 
of Certified Public Accountants, which he 
has served as secretary, vice-president and 
president.
M r. Ross is a charter member of the 
Institute. He has served as chairman of 
its committee on professional ethics. He 
was a member of council and of the execu­
tive committee for five years and served 
one term as vice-president. Other commit­
tees on which he has served are those on 
ethical publicity, nominations, constitution 
and by-laws, cooperation with bankers and 
administration of endowment.
A r c h i e  M . S m i t h ,  Member of Council 
(5 years)
M r. Smith is a native of Franklin, La., 
and has made New Orleans his home for 
many years.
He served a four-year term as super­
visor of public accounts of the state of 
Louisiana, having been the first to occupy 
that office. For eight years he was presi­
dent of the state board of certified public 
accountants of Louisiana. He is a past 
president of the Society of Louisiana Cer­
tified Public Accountants.
M r. Smith is a charter member of the 
Institute. He served on the council from 
1918 to 1920 and again from 1932 to 1934. 
He was chairman of the committee on 
meetings in 1933.
W a l t e r  M u c k l o w ,  Member of Council 
(5 years)
M r. Mucklow is a resident of Jackson­
ville, Florida, where he practices on his 
own account. He has served a previous 
term on the council and as a vice-president. 
He was chairman of the special committee 
on terminology, which, after 10 years of 
labor, published the book of definitions en­
titled A ccou ntin g Term inology.
P a u l  K . K n i g h t ,  Member of Council (4
years)
M r. Knight was born at Wabash, Ind., 
and is a graduate of the University of 
Illinois. He has been associated with 
Arthur Anderson & Co. since 1917, and 
is now a partner in the firm, in charge of 
the New York office.
He became a member of the Institute 
in 1924. He has served on the special com­
mittee on the natural business year and 
the committee on budget and finance.
W i l l i a m  R. T o l l e t h ,  Member of Coun­
cil (4  years)
M r. Tolleth has been engaged in prac­
tice in Virginia for a great many years and 
has been active in organizing the profession 
in that state. He is a native of Scotland, 
but has lived in this country since an early 
age.
He has held a number of posts in the 
Virginia Society of Public Accountants.
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Recently he was instrumental in the found­
ing of the Norfolk chapter of the society 
and became its first president.
He is a charter-member of the Institute 
and has served a five-year term on the coun­
cil. He was auditor for one year and was 
a member of the committee on meetings in 
1917 and 1918. For several years he has 
served on the special committee on develop­
ment of the Institute.
C h a r l e s  F. C o a t e s ,  Member of Council 
(3 years)
Mr. Coates is a native of Meriden, 
Conn., and is now a resident of Hartford. 
H e is a member of the firm of Hadfield, 
Rothwell, Soule & Coates.
He has held many posts in the profession 
in Connecticut. He has been a member 
of the Connecticut Society of Certified 
Public Accountants since 1919 and has 
served it as president. He is now chair­
man of its legislative committee and its 
committee on public relations and is a mem­
ber of the board of governors. He has 
been a member of the state board of ac­
countancy since 1922, serving as president 
for the last several years. He has been 
active in promoting legislation having to 
do with accounting and municipal affairs.
H e was admitted to the Institute in 
1920 and has served on the committee on 
arbitration and the special committee on 
development of the Institute.
R o b e r t  O. B e r g e r ,  Member of Council 
(3 years)
Mr. Berger is a native of Chicago where 
he now practises as senior partner of the 
office of Price, Waterhouse & Co. His 
home is at Kenilworth, Illinois.
He has been associated with his present 
firm since 1896 and has been a partner 
since 1911.
During the war he cooperated with the 
food administration in preparing a uniform 
system of accounts for meat packers.
He has served as president of the Illinois 
Society of Certified Public Accountants 
and as a member of the board of examiners 
for the certified public accountant certifi­
cate of that state.
He is a charter member of the Institute 
and has served on both the council and 
the executive committee. He has also 
served on committees on nominations, state 
legislation and cooperation with other or­
ganizations.
H a r r y  M. J a y ,  Member of Council (2 
years)
Mr. Jay was born and educated in New  
Orleans and in 1896 moved to Memphis, 
which has been his home until the present. 
He has been in public practice since 1906. 
Since 1917 he has practised on his own 
account.
He was active in the movement to ob­
tain an accountancy law in Tennessee and 
holds one of the first certificates issued in 
that state. He was a fellow of the Amer­
ican Association of Public Accountants and 
became a member of the Institute when 
it succeeded the old association. He is 
also a member of the Tennessee Society of 
Certified Public Accountants, which he 
helped to organize. He has held various 
offices in the state society and in its Mem­
phis chapter. He is now president of the 
Tennessee state board of accountancy.
N o r m a n  L o y a l l  M c L a r e n ,  Member of 
Council (2 years)
Mr. McLaren resides in San Francisco 
where he has practiced accounting as a 
partner of McLaren, Goode & Co. for 
many years. He has been an active mem­
ber of several Institute committees, retiring 
as chairman of the committee on federal 
legislation this year.
T h e o d o r e  K r o h n ,  Auditor
Mr. Krohn was born at Bloomfield, 
N. J., and is now a resident of Newark. 
He is a graduate of New York university 
and of the New Jersey law school. He 
now practises on his own account under the 
firm name of Theodore Krohn & Co.
He is secretary of the New Jersey 
Society of Certified Public Accountants 
and has served as chairman of several of 
its committees and as trustee. He was ad­
mitted to the American Institute in 1920 
and served as auditor for the term of 1933- 
1934.
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W a r r e n  W . N i s s l e y ,  Auditor
M r. Nissley was born at Middletown, 
Pa., and is a graduate of Princeton uni­
versity. He is now a resident of New 
York and is a general partner in the firm 
of Arthur Young & Co.
He is a member of the New York State 
Society of Certified Public Accountants 
and has participated in the work of its 
committees from time to time. He is now 
chairman of the society’s committee on 
education and is a member of the com­
mittee on cooperation with bankers and 
other credit grantors. He has also been 
a director of the society.
M r. Nissley became a member of the 
Institute in 1925. He was chairman of 
the special committee for placements for 
a number of years and during the past two 
years has been a member of the board of 
examiners. He is also a member of the 
special committee on inventories.
One Hundred Per Cent. Membership 
in Montana
W ord has been received from a member 
in the state of Montana to the effect that 
every accountant in the state eligible for 
admission to the Institute has now become 
a member or an associate or has filed ap­
plication for membership. Montana is the 
third state to attain one hundred per cent. 
representation in the Institute. The other 
two states are Arkansas and Utah.
New Zealand Society Convention
The secretary of the New Zealand 
Society of Accountants has transmitted an 
invitation to members of the American In­
stitute of Accountants who may be travel­
ing in New Zealand to attend the conven­
tion of his society at Auckland, February 
18-21, 1935, inclusive.
Members who may be able to take ad­
vantage of this invitation are requested to 
advise the secretary of the Institute who 
will in turn advise the New Zealand 
Society.
Montana Amendment Unconstitu­
tional
Section II (3 )  of the Montana account­
ancy law, which provides for the issuance 
of certified public accountant certificates 
without examination to certain state em­
ployees, has been declared unconstitutional 
by the supreme court of the state, it was 
reported recently.
The clause so providing was introduced 
in an act approved on March 6, 1933, 
superseding the prior accountancy law of 
the state. The decision on its constitu­
tionality was rendered in an injunction 
proceeding by A. J . Roberts, Jr ., and others 
against William Hosking, individually, and 
as the Montana state accountant, and 
others, appealed by the defendants to the 
supreme court after an adverse judgment in 
the district court. The decision, officially 
known as R oberts et al. v. H osk in g  et al. 
(No. 7176), is quoted in full as follows:
M A T T H E W S , Justice.
The defendants have appealed from a judg­
ment declaring subdivision 3 of section 2 of 
chapter 46, laws of 1933, and all of that act 
to the extent that its provisions attempt to carry  
out and make effective the provisions of sub­
division 3, unconstitutional and void, and en­
joining the state officials charged with carrying  
out the provisions of the act from acting under 
the provisions of subdivision 3 of the act.
Chapter 46, above, was enacted to “Regulate 
the practice of the profession of public account­
ing,” as a substitute for chapter 231, revised 
codes of 1921. It authorizes the state university 
of M ontana to issue certificates to applicants 
having designated qualifications, who have suc­
cessfully passed examination in “ auditing,” “ac­
counting,” and “commercial law ” as affecting 
accountancy, and such other related subjects as 
the university may designate, entitling the hold­
ers to practice as certified accountants, and to 
employ the title of “certified public account­
ant” or the abbreviation “C.P.A .”
Section 2 provides that: “The university may 
waive the examinations and may issue a cer­
tificate in such form as to clearly indicate the 
conditions under which same be issued to any 
applicant who is possessed of the other quali­
fications hereinbefore recited, and who shall 
be—  * * *  (3 ) Employed as state accountant, 
corporation license tax auditor, state examiner,
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or assistant or deputy state examiner, and who 
shall have been so engaged exclusively and 
continuously for at least four years preceding 
the date of his application for said certificate, 
and who shall apply in writing to the univer- 
sity * * * within sixty days from and after the 
date of passage and approval of this act. * * * ”
The act was approved M arch 6, 1933, and 
within sixty days thereafter W illiam Hosking, 
John J . W alsh, Bruce A. Risley, Robert N. 
Hawkins, Albert E . Williamson, Ray Ashley 
Lathom, and Albin M. Johnson qualified under 
the exemption from examination expressed in 
subdivision 3, above, and applied for certifi­
cates and certificates were prepared for deliv­
ery to them. Thereupon these plaintiffs, quali­
fied public accountants, but required to take the 
examinations, brought this proceeding in the 
district court of Lewis and Clark county to 
enjoin the delivery of the certificates.
The complaint filed alleges that the exception 
of these state employees from the requirement 
of examination is discriminatory and in viola­
tion of the bill of rights of both the federal and 
state constitutions, and violative of the equal 
protection and due process of law clauses 
thereof (Const. U. S. amend. 14 ; Const. Mont. 
art. 3, par. 3, 27 ), and of sections 3, 11, 14, 27, 
29, and 30 of article 3 of our constitution, and 
that “there is no basis at all, nor any reason­
able basis, for the classification and exemption.” 
Many other attacks are made upon the act on 
constitutional grounds.
T o  this complaint the defendants interposed 
a general demurrer, which was argued to the 
court and submitted on the argument and briefs 
furnished, and, after due consideration, the 
court overruled the demurrer. The defendants 
refused to plead further, electing to stand on 
their demurrer. The court then heard testi­
mony on behalf of the plaintiffs, which is not 
in the record, and finally made and caused to 
be entered the judgment to which reference is 
made above.
While the complaint challenged the consti­
tutionality of the act as a whole, as well as 
that of the exemption clause, the court held 
only the exemption and so much of the act as 
was necessary to carry  it into effect unconstitu­
tional, and it is therefore only with subdivision 
3 of section 2 that we have to deal.
The regulation of public accountants has ex­
isted, without challenge, since 1909 (chapter 39, 
laws of 1909; chapter 72, laws of 1919, which
became chapter 231, revised codes of 1921). 
The purpose of this regulation is to protect the 
financial interests of the public by authorizing 
the university to determine the qualifications of 
accountants holding themselves out to the public 
to act in that capacity, and to certify only those 
who are up to the standard set.
Section 10 of the act defines a “public ac­
countant” as “one who offers his services pro­
fessionally (as an accountant) for pay to the 
general public” ; and a “certified public account­
ant” is such a one “who shall have received a 
certificate as such under this law or prior laws 
of the state of M ontana, or some other state.” 
The act, therefore, is intended to apply only to 
those accountants who make a business of serv­
ing any member of the public in need of such 
service in private business and not to those 
employed in a single business enterprise, or by 
the state in its governmental capacity.
It is asserted that the exemption here is in 
the nature of an aw ard for public service, 
which is not a legitimate ground of exemption. 
It is held that exemption on account of service 
in time of w ar violates the uniformity clause 
of state and federal constitutions (M cLendon  
v. State, 179 Ala. 54, 60 So. 392, Ann. Cas. 
1915C, 691 ; In re Humphrey, 178 Minn. 331, 
227 N. W . 179), and that the exemption for li­
cense of one employed in a state institution, 
while requiring it of those engaged in private  
practice, is discriminatory (Jackson v. State, 55 
T ex. Cr. R. 557, 117 S. W . 818).
However, it would seem that the underlying 
idea in the act before us is not rew ard for pub­
lic service, but rather that four years’ service 
in the positions named should endow those so 
employed with the requisite skill and technical 
training to insure the safety of the public, 
should they, on leaving the employment of the 
state, launch out as public accountants. Cer­
tainly they are not “public accountants” while 
in the employ of the state, within the meaning 
of the act; they do not offer their services to 
the public.
A  case more nearly in point than those cited 
above is that dealing with the exemption of 
those who have served five years as court re­
porters from taking the bar examinations, on 
the evident theory that, in the time fixed, a 
court reporter would absorb sufficient law to 
render an examination unnecessary. In re 
Grantham, 178 Minn. 335, 227 N. W . 180, 181.
W hether or not their activities as state em­
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ployees, in the several capacities mentioned, are 
sufficiently diversified to qualify these defend­
ants who seek certificates by compliance with 
the provisions of subdivision 3, above, as “ac­
countants,” within the meaning of the act, is 
at least doubtful.
W hile the term “ accountant” is, for certain  
purposes, defined as “one who makes the keep­
ing or examination of accounts his profession” 
(United States ex rel. Liebmann v. Flynn (D. C.) 
16 F. (2d) 1006, 1007), or “one skilled in keep­
ing or adjusting accounts” (F razer v. Shelton, 
320 Ill. 253, 150 N. E. 696, 697, 43 A. L. R. 
1086), in contemplation of the purpose of cer­
tifying public accountants, such definitions are 
not sufficiently comprehensive; those to be 
reached and controlled fall within the broad 
definition found in the Encyclopedia Brittanica, 
where it is said: “The term * * * is some­
times adopted by bookkeepers, but this is an 
erroneous application of the term ; it properly 
describes those competent to design and con­
trol systems of accounts required for the rec­
ord of the multifarious and rapid transactions 
of trade and finance.”
The work of the exempted state employees, 
as we understand it, is largely concerned with 
the auditing of the work of others, which is but 
one phase of accountancy which embraces skill 
of designing systems of accounts, bookkeeping, 
and auditing. But whether or not the four 
years’ work of these men would qualify them 
as public accountants, and justify the exemption 
of all those who at any time have this quali­
fication from taking the required examination, 
we need not here determine. No such exemp­
tion is found in the act; on the contrary, the 
challenged subdivision presumed to exempt only 
those who come within the provisions of the 
subdivision at the time of its enactment, and 
exempt them only provided they make applica­
tion for a certificate within sixty days after the 
approval of the act. These limitations mark it 
as special legislation. “A statute which limits 
its operation to those who are within its pro­
visions at the time of its passage or within a 
limited time thereafter is special legislation, for­
bidden by the constitution.” In re Grantham, 
above.
Subdivision 3 of section 2 of the act is vio­
lative of the prohibition in the final clause of 
section 26, article 5, of our constitution, which 
reads: “W here a general law can be made 
applicable, no special law shall be enacted.”
The defendants cite the decision in State ex- 
rel. M arshall v. District Court, 50 Mont. 289, 
146 P. 743, Ann. Cas. 1917C, 164, wherein the 
law requiring the registration of nurses was 
held to be constitutional, as supporting their 
contention here, because that act contained an 
exemption somewhat similar to that here in 
question (see section 10, c. 50, laws of 1913), 
but that decision merely held that the act re­
quiring the registration of professional nurses 
did not violate the “due process” clause of the 
Constitution; the validity of the exemption 
clause therein contained was not considered nor 
the clause mentioned in the opinion.
A s  the c h a lle n g e d  exem p tio n  c la u se  u n q u es­
tio n a b ly  co m es w ith in  p ro h ib itio n  o f  th e  co n sti­
tu tio n , th e  ju d g m e n t m u st be affirm ed.
C a l l a w a y , C . J . ,  an d  A n g s t m a n , St e w a r d ,
and A n d e r s o n , S. J., concur.
Accountant Appointed Trustee
The appointment of an accountant as 
co-trustee of the properties and assets of a 
company in reorganization under the pro­
visions of the federal bankruptcy act, as 
amended by the 73rd congress, has been 
reported to the Institute.
M . H . Barnes, of Savannah, member 
of the council of the Institute, was re­
cently appointed receiver of the Greater 
Savannah company, owners and operators 
of the Savannah hotel, upon the applica­
tion of the trustee for the bondholders to 
the superior court of Chatham county, 
Georgia, for a receivership. Subsequently 
the company filed a proceeding in the 
United States district court, under section 
77-B of the bankruptcy act requesting that 
the order of the superior court be set aside 
and that the company be allowed the 
privilege of reorganization. The petition 
was granted and M r. Barnes was appointed 
co-trustee.
Educational Award
The University of Denver has been 
awarded the educational medal for distin­
guished service in promoting international 
goodwill and understanding by the F. I.
D. A. C., the inter-allied veterans’ associa­
tion, at its annual convention in London, 
it is reported. The university was given 
the award as a result of its being judged 
the most outstanding institution in the field 
of international relations.
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Effective Provisions of Securities 
Exchange Act
The sections of the securities exchange 
act of 1934 which prescribe registration re­
quirements for securities, provide for 
periodical and other reports of issuers, and 
impose liability for the issuance of mis­
leading statements, became effective on Oc­
tober 1st. These sections do not apply to 
issuers which are entitled to temporary 
registration under rules J E 1 and J E 2 until 
the period of temporary registration is 
closed. All other classes of securities must 
be registered in accordance with the pro­
visions of rule J B 2, made public by the 
securities and exchange commission on Sep­
tember 29th.
This rule prescribes information regard­
ing the issuer that must be filed with the 
registration statement in applications to the 
exchanges and the commission. Among the 
exhibits required are the following:
Exhibit B. A  copy of the latest annual re­
port of the issuer, if any, as published to stock­
holders, association members or beneficiaries.
Exhibit G. A  balance-sheet (an d /o r consol­
idated balance-sheet) as of the close of, and 
an income statement (an d /o r consolidated in­
come statement) covering, the last fiscal year, 
of if the filing of such financial statements is 
not yet practicable, then corresponding state­
ments for the fiscal year preceding the last 
fiscal year. A t the option of the applicant for 
registration, the financial statements filed shall 
be either (a )  those statements (including con­
solidated and/or unconsolidated statements) 
which have previously been made available to 
security holders or the exchange (in which case 
they need not be accompanied by the certifi­
cate of an accountant) or (b) statements (in­
cluding consolidated and/or unconsolidated 
statements) which are certified by an inde­
pendent certified or public accountant as con­
forming to accepted accounting principles.
If at the time of filing the registration state­
ment, the issuer’s first fiscal year has not yet 
ended or has ended so recently that the 
submission of a balance-sheet and income state­
ment therefor is not yet practicable, a balance- 
sheet as of a date not more than 90 days prior 
to the date of filing the registration statement 
and an income statement covering the period 
up to the date of such balance-sheet shall be
filed. The form and certification of such 
balance-sheet and income statement shall be as 
required by (b) of the preceding paragraph.
The commission shall be the sole judge as 
to whether the filing of a balance-sheet or 
income statement for a given period is prac­
ticable within the meaning of this rule.
Amendments to registration statements 
are to be filed with the exchange and with 
the commission. Unless the commission 
shall order otherwise, registration of a se­
curity on an exchange shall become effective 
on the thirtieth day after the commission 
receives a certification by the governing 
committee of the exchange that the secur­
ity satisfies the listing requirements of the 
exchange and has been approved for listing 
and that the exchange has received and 
approved the application for registration 
filed with the commission. Application 
forms have been made available by the 
commission.
Just prior to the issuance of the rule 
governing registration of securities, the 
commission, in rule AN3, provided for a 
period of adjustment, from October 1st to 
October 15th, during which issuers and ex­
change authorities may familiarize them­
selves with the requirements of the com­
mission. During this period section 12 (a) 
of the act, which prohibits transactions in 
unregistered securities, was to be inopera­
tive.
Accounting for Intercompany Sales 
and Transfers
A study of “Accounting policies in inter­
company sales and transfers” has just been 
published by the policyholders service bu­
reau of the Metropolitan life insurance 
company.
The study was undertaken, it is stated 
in the introduction, because of recent prob­
lems incident to the establishment of 
branch factories and distributing centers 
and the merging and consolidation of ex­
isting organizations. There is presented a 
comprehensive survey of major policy as 
represented by the practice of a number of 
corporations operating under a variety of 
conditions. The methods described are 
drawn from the experience of 34 companies 
which contributed to the investigation.
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ACTIVITIES OF LOCAL SOCIETIES
C o m p e t it i v e  B id d in g
Discussion of competitive bidding and 
its consequences both to the individual ac­
countant and to the profession has been 
general for years and apparently reached 
its climax during the past year. Express­
ing themselves through questionnaires, in 
addresses and articles and in public and 
private discussion, public accountants who 
are members of professional societies have 
shown themselves to be opposed to the prac­
tice in principle.
Recently, two organizations have taken 
definite steps by which their members are 
committed not to advance bids in competi­
tion among themselves. They are the So­
ciety of Louisiana Certified Public Ac­
countants and the Western Michigan chap­
ter of the Michigan Association of Certi­
fied Public Accountants.
A committee of the Louisiana society 
surveyed the problems involved and recom­
mended adoption of a resolution condemn­
ing the submission of competitive bids. At 
a special meeting, the society formally 
adopted a new by-law, as follows:
“Competitive bidding is declared to be in­
consistent with the practice of a profession and 
the best interests of the public which it serves.
“In view of the above, the society hereby 
prohibits the practice of competitive bidding 
between its members.
“Competitive bidding is hereby defined as 
the submission of a bid by one member when it 
is known by him that another member is regu­
larly engaged as auditor, or that one or more 
other members have been or will be requested 
to submit bids on the same engagement.”
The by-law was adopted by a vote of 
forty-eight to six, with four members not 
voting.
The Western Michigan chapter has in­
formed the city clerk of Grand Rapids that 
it has adopted a resolution that members 
of the association henceforth will not bid 
for audits on a flat fee basis. A per diem 
basis plan will be followed.
The new policy will affect certified pub­
lic accounting firms seeking contracts to 
audit finances of cities. The society’s views 
were stated as follows:
“It has been demonstrated that competitive 
bidding has tended to restrict the scope of 
audits. This has made less possible the full 
disclosure of essential facts, has resulted in in­
complete and inaccurate reports and is respon­
sible for many complaints made by parties 
who make use of and rely on audit reports.
“A study of low bids recently accepted by 
municipalities has disclosed that the work was 
performed either at a loss to the successful 
bidder or that the audit was of such limited 
nature as to be practically useless. The pre­
mium on surety bonds for public officials al­
ready has been advanced 100 per cent. in 
M ichigan.”
At the annual meeting of the Tennessee 
Society of Certified Public Accountants, it 
was proposed that the several chapters of 
the society draft resolutions designed to 
prohibit competitive bidding on any other 
than a per diem basis, plus expenses. The 
proposal was adopted, and the resolutions, 
when drafted, are to be sent to the secre­
tary of the society for submission to the 
council for its assistance in preparing a 
rule to be added to the code of ethics. It 
was decided that this rule should be sub­
mitted to the state board of accountancy 
with the suggestion that it be included in 
its rules of practice.
M i n i m u m  F e e s
A proposed amendment of the by-laws 
of the Louisiana society which would have 
set minimum fees which its members might 
charge for professional engagements failed 
to receive the necessary two-thirds major­
ity for adoption at a recent special meeting 
of the society. It is planned, however, to 
promulgate a schedule of minimum fees as 
a recommendation.
In a discussion of competitive bidding at 
the annual meeting of the Tennessee So­
ciety of Certified Public Accountants, sev­
eral of those present, among them Harry 
M . Jay, chairman of the state board, ex­
pressed themselves forcibly against any ef­
fort to establish minimum fees. Their 
grounds were that establishment of mini­
mum fees might be illegal; that it would 
savor of trade-unionism, and that the mini­
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mum would tend to become the maximum, 
reducing the necessary elasticity in charges 
for various types of professional accounting 
services.
A c c o u n t a n t s  a s  T r u s t e e s
The view is widely held that account­
ants are especially well fitted to discharge 
the duties of receiver or trustee in cases 
of bankruptcy. A committee of the New 
York State Society of Certified Public Ac­
countants, in a preliminary report made 
public recently, asks that the qualifications 
of the public accountant for this work be 
considered. It recommends that bank­
ruptcy committees for each trade group be 
formed to prevent failures and to assist 
both bankrupt and creditor when failures 
occur.
“It is my thought,” said Morley S. 
Wolfe, chairman of the committee, “to con­
solidate the functions of receiver and trus­
tee. And following this plan, the thought 
is that only a certified public accountant 
is competent to act as trustee since the 
duties would consist chiefly of accounting. 
When the bankruptcy petition is filed by 
the lawyers for the trade group bank­
ruptcy committee, on the appointment of 
the certified-public-accountant-trustee, the 
statement of the estate’s resources and lia­
bilities would be handed over to him.”
C o o p e r a t iv e  R e a d in g
W ith the field of accounting expanding 
so rapidly, it is becoming increasingly diffi­
cult for accountants to keep pace with the 
march of events. Recognizing this, the 
directors of the Los Angeles chapter of the 
California State Society of Certified Pub­
lic Accountants have devised a plan by 
which the accountant, spared the unprofit­
able reading of irrelevant material, can yet 
avail himself of those articles which have 
a genuine interest and value. It was put 
into effect during September.
Henceforth, at each regular chapter 
meeting, with certain necessary exceptions, 
at least twenty minutes will be devoted to 
discussion of recent articles and decisions 
on accounting and other subjects in which 
accountants are most interested. The per­
iod will be conducted by a different mem­
ber at each meeting and this member will 
have at least three others assisting him,
each of whom will give a five-minute dis­
cussion of some currently significant sub­
ject, referring to the source of more de­
tailed information.
W ith the announcement of the plan, 
the chapter secretary circulated a ques­
tionnaire designed to determine the periodi­
cal literature and special services which are 
most frequently read by accountants. 
M u n i c i p a l  A c c o u n t i n g
The national organizations of profes­
sional accountants are making a concerted 
effort through the National Committee on 
Municipal Accounting to improve the ac­
counting practices of cities and other politi­
cal units. At the annual meeting of the 
Tennessee Society of Certified Public Ac­
countants, the committee on legislation 
was instructed to study the state law pro­
viding for audits of municipalities to the 
end that an effort be made at the next ses­
sion of the legislature to have it amended 
to conform to the recommendations of the 
national committee. At the same time a 
motion was adopted calling for the ap­
pointment of a committee to report on the 
efficacy of audits by public accountants in 
Tennessee in preventing and disclosing de­
falcations by public officers.
A ccountancy  T w e n t y - f iv e  
Y ears Ago
“If the statements required under this bill 
(corporation tax bill) had been prescribed along 
the lines of ordinary and customary business 
procedure, so that they could be compared with 
statements rendered stockholders for the pur­
pose of dividend declarations, it would have 
been a great protection both to the government 
and to the stockholders. . . .
“One point which seems to have been over­
looked when drafting the present bill is that 
as a rule, the easier it is to comply with the 
provisions of the law, the less will be the at­
tempt to evade such provisions. The require­
ment of statements entirely at variance with 
the ordinary commercial statements and with 
the entire system of keeping regular corpora­
tion accounts, means that the preparation of 
such statements will be difficult and compli­
cated, and this will increase greatly the oppo­
sition to the law and the difficulty of enforcing 
it.”
T h e Journal of Accountancy, October, 1909.
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MEETINGS AND ELECTIONS
Colorado
The Colorado Society of Certified Public 
Accountants held its annual meeting on Sep­
tember 25th at Denver. The following officers 
were elected to serve during the coming year: 
H arry  W . Nelson, president; W illiam  B. Paul, 
vice-president; Stanley V. Davies, secretary- 
treasurer, and Thomas E. Stanley, assistant 
secretary-treasurer. The following were made 
directors: Arthur L. Baldwin, Charles Kentor, 
M. B. Kincheloe and Allen Redeker.
Florida
The following officers were elected at the 
recent annual meeting of the Florida Institute 
of Accountants: Charles C. Potter, president; 
C. H. Goodrich, H arry  Goldstein and E . C. 
W ork, vice-presidents; A. Gilbert Lester, 
treasurer, and P. W . Fisher, secretary.
Indiana
John S. Lloyd, of Indianapolis, was recently 
elected secretary of the Indiana Association of 
Certified Public Accountants to succeed H ora­
tio A. Roney, who died recently.
Kansas
The annual meeting of the Kansas Society 
of Certified Public accountants was held at 
W ichita on September 7th.
The principal speaker at the morning ses­
sion was Ellis Bever, director of the Kansas 
state income-tax department. His subject was 
“State income taxation in relation to federal 
taxation.” In the afternoon the principal 
speaker was P arry  Barnes, chairman of the 
legislative committee of the Missouri Society 
of Certified Public Accountants, who spoke on 
“W hat state legislation in Missouri means to 
the accounting profession.”
The following officers and directors were 
elected for the coming y ear: H arley W . G if­
ford, president; Roy N. Simmons, vice-presi­
dent; Carl Pettijohn, secretary-treasurer;
S. W . Sinderson and F. B. Kubik, directors.
Massachusetts
Discussion of the revenue act of 1934 by 
Roswell Magill, professor of law at Columbia 
university and special assistant to the secre­
tary of the treasury on tax matters, was the 
principal event of the first meeting of the 
Massachusetts Society of Certified Public Ac­
countants during its present fiscal year. The
meeting was held jointly with the Boston 
chapter of the National Association of Cost 
Accountants.
Following M r. M agill’s address, F . R. C ar­
negie Steele led discussion of problems arising 
from the provisions of the act and the prob­
able future of special taxes such as those on 
capital stock and excess profits.
Alden C. Brett, president of the Boston chap­
ter of the National Association of Cost A c­
countants, and Richard Seamans, president of 
the Massachusetts society, presided. It was 
estimated that 350 persons attended.
Michigan
Members of the Michigan Association of 
Certified Public Accountants held open forum  
discussion of the policy of the United States 
treasury department in the adjustment of de­
preciation allowances at a meeting at Detroit 
on September 13th. The administration of 
T . D. 4422 and its bearing on the relations 
between accountants and their clients were 
dwelt upon at length. Edw ard J. B arr and 
H arry  L. Murphy led the discussion.
W e st e r n  M ic h ig a n
The following officers were elected at the 
recent annual meeting of the W estern Michi­
gan chapter of the Michigan Association of 
Certified Public Accountants: Charles T . 
W heeler, president; Robert G rainger, vice- 
president; C. S. M cEwan, secretary; R. G. 
Wilson, treasurer, and C. C. Moore, auditor.
New Jersey
The New Jersey Society of Certified Public 
Accountants met on September 24th at New­
ark. Thirty successful candidates for the cer­
tified public accountant certificate at the last 
examinations were present as guests.
I. M aurice W orm ser, of Fordham university, 
discussed “The liability of directors” and the 
Rev. Lester H. Clee spoke on “The new day.” 
The members were informed of plans for the 
annual meetings of the American Institute of 
Accountants and the American Society of C er­
tified Public Accountants.
Ohio
The annual meeting of the Ohio Society of 
Certified Public Accountants was held at the 
W estern Hills country club, Cincinnati, Septem­
ber 20th to 22nd.
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Following dinner on September 20th, Russell 
Wilson, mayor of Cincinnati, made an address 
of welcome. T w o technical papers were read, 
one, a “Trend analysis for the public ac­
countant,” by Stephen Gilman, of W aynesville, 
and the other on “T . D. 4422,” by D. W . 
M artin, chief of section, bureau of internal 
revenue, W ashington, D. C.
On the morning of September 21st, an open 
forum on “The profession of accounting in 
Ohio during the past quarter of a century” 
was held. Hermann C. Miller, chairman of 
a committee to review the records of the Ohio 
State Board of Accountancy, reported the find­
ings of the committee. Recommendations were 
offered by Sidney J . Collins, president of the 
board. Berl G. Graham, president of the so­
ciety, presided.
At the evening session of this day, George 
M. M orris, W ashington attorney, made an 
address entitled “Currents: The revenue act of 
1934.” John L. Richey, executive secretary  
for the Cincinnati trading area of the code 
authority of the paper distributing industry, 
was guest chairman.
Carlton S. Dargusch, vice-chairman of the 
Ohio tax commission, spoke on “Taxation in 
Ohio” at the closing session of the morning 
of September 22nd. Robert Heuck was guest 
chairman.
The following officers and directors were 
elected for the coming year: Hermann C. 
Miller, president; Vernon J . Moore, vice-presi- 
dent; H arry  W . Cuthbertson, secretary-treas­
u re r; Berl G. Graham, Gordon S. Battelle, 
Homer L. Dalton and Ralph F. M ateer, di­
rectors.
Dayton was selected for the annual meeting 
to be held in September, 1935.
D a yto n
At its first meeting of the fall season, mem­
bers of the Dayton chapter of the Ohio Society 
of Certified Public Accountants heard discus­
sion of “Cooperation between attorneys and 
certified public accountants” by Paul H. Blum 
and Jam es D. H errman, members of the Day­
ton bar association. The following officers 
were elected: J . E . Eberly, president; L. G. 
Battelle, vice-president, and Arthur Siefer­
man, secretary-treasurer.
Oklahoma
T u l s a
The following officers have been elected by
the Tulsa chapter of the Oklahoma Society 
of Certified Public Accountants to serve during 
the ensuing y ear: Thomas W . Burman, presi­
dent; Norman C. Cross, vice-president; E arl 
L. H oggard, secretary; Virgil S. Tilley, treas­
u re r; George D. Boone and A. H. Mayginnis, 
auditors, and C. E. McCune, Fred B. Branson  
and Mastin Geschwind, trustees.
Pennsylvania
P h il a d e l p h ia
Members of the Philadelphia chapter of the 
Pennsylvania Institute of Certified Public A c­
countants heard discussion of the federal rev­
enue acts by M aurice E. Peloubet, chairman  
of the board of examiners of the American  
Institute of Accountants, at a meeting on Sep­
tember 12th. M r. Peloubet discussed changes 
in the administration of the provisions of the 
revenue acts relating to deductions for de­
preciation and obsolescence, with particular 
reference to treasury decision 4422.
U tah
The policy of the United States treasury  
department on claimed depreciation was the 
subject of discussion at a meeting of the Utah  
Association of Certified Public Accountants 
at Salt Lake City on September 20th. Swan 
T . Olson was the principal speaker.
W ashington
Se a t t l e
The Seattle chapter of the W ashington So­
ciety of Certified Public Accountants enter­
tained Stephen J . McMahon, member of the 
United States board of tax appeals, members 
of the technical staff and representatives of 
the general counsel of the board at a meeting 
on September 10th. Judge McM ahon spoke 
on the work of the board, Elden M cFarland  
on the work of the general counsel’s office, and 
Robert J . Service on the work of the technical 
staff. Jam es M. McConahey, president of the 
chapter, presided.
W est Virginia
The annual meeting of the W est Virginia 
Society of Certified Public Accountants was 
held at Charleston on September 28th. The  
following officers were elected: S. Charles 
Steele, president; H. S. Hutzell and Lewis A. 
Tanner, vice-presidents; N. S. Fitzhugh, treas­
urer, and David A. Jayne, secretary.
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Elections and Appointments
At the meeting of council on October 
18th, the following elections took place:
B oard of E x a m in e r s  ( f o r  th re e  y e a r s )
P. W . R. Glover, New York.
George K . Hyslop, New York.
W arren  W . Nissley, New York.
E x e c u t iv e  C o m m it t e e  ( in  a d d itio n  to  the  
p re s id e n t an d  t r e a s u r e r )
Robert O. Berger, Chicago.
W ill-A . Clader, Philadelphia.
W illiam  B. Franke, New York.
Jam es Hall, New York.
T . Edw ard Ross, Philadelphia.
C o m m it t e e  on  N o m in a tio n s
Winfield Quin Sharp, Jackson, Miss.
J . N. Aitken, Jr ., Philadelphia.
Jam es J .  Hastings, Newark.
Jam es S. Matteson, Duluth.
Jam es M . M cConahey, Seattle.
Archie V. McDuffie, Little Rock.
Edw ard S. Rittler, New Orleans.
C o m m it t e e  on  P r o fessio n a l  E th ic s
Charles F. Rittenhouse, Chairman, Boston.
Clem W . Collins, Denver.
Stanley G. H. Fitch, Boston.
J. K . Mathieson, Philadelphia.
Philip N. M iller, New York.
William B. Campbell
At a meeting of council of the American 
Institute of Accountants, October 15 , 1934, 
the following resolution was adopted in 
the memory of William B. Campbell who 
had been a member of the executive com­
mittee of the Institute at the time of his 
death, June 22, 1934 :
B e  It R e so lv e d , T h at the council of the A m er­
ican Institute of Accountants records its sorrow  
at the death of W illiam  B . Campbell, whose 
unswerving devotion to the profession and in­
defatigable labors on behalf of the Institute 
have contributed so much to its advancement. 
His pioneer work in the movement to establish 
closer relations between bankers and account­
ants will long be remembered as one of the 
great forw ard steps of our profession. The  
memory of his personal charm and courtesy
will long be cherished by those who were privi­
leged to call him friend.
Refund of Initiation Fees Continued
At its meeting on October 15th the coun­
cil of the Institute resolved that the refund 
of initiation fees of applicants for mem­
bership be continued through the current 
fiscal year ending August 31 , 1935.
In a letter to the membership dated 
November 10th George Armistead, presi­
dent of the Institute, drew attention to 
this act of the council and emphasized the 
desirability of encouraging applications 
from all practising accountants eligible for 
admission to the Institute.
State Legislation
After hearing a report of the committee 
on state legislation the council of the 
American Institute of Accountants at its 
meeting October 15th adopted without dis­
senting vote the following resolution on the 
subject of restrictive accountancy legisla­
tion :
W h e r e a s ,  the certified public accountant cer­
tificate is the recognized legal credential of pro­
fessional public accountants in the United 
States, and
The business public has come to regard cer­
tified public accountants as qualified practi­
tioners of accountancy, and
Passage of so-called restrictive accountancy 
laws necessarily extends state recognition to 
unaccredited accountants in practice at the time 
of enactment of such laws, and
Such recognition dilutes the value of the cer­
tified public accountant certificate by creating  
confusion in the public mind as to the distinc­
tion between certified public accountants and 
other licensed public accountants, and
Experience has shown that such recognition 
strengthens the political position of non-certi- 
fied public accountants, facilitates their organi­
zation as a group and frequently results in ef­
forts to obtain certified public accountant cer­
tificates by w aiver, and
W h e r e a s ,  restriction of the practice of ac­
countancy would necessarily limit the definition 
of accountancy to only a few of the services 
which certified public accountants now cus­
tomarily perform, and
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W h e r e a s , c o u r t  d ec is io n s  in d ic a te  th a t  r e ­
s tr ic t iv e  a c c o u n ta n c y  la w s  o f  th e  ty p e  p ro p o sed  
up to  th is  tim e  a r e  a p t to  be u n co n s titu tio n a l;
B e  I t  R e so lv e d , T h at the council of the 
American Institute of Accountants regards the 
passage of restrictive accountancy laws of the 
so-called two-class type as inimical to the in­
terests of the certified public accountant and of 
the business public.
The full report of the committee con­
taining discussion of the subject which led 
to the resolution is being reprinted in 
pamphlet form by order of the executive 
committee and will be distributed to state 
accountancy boards, officers of state socie­
ties and other interested persons. Copies 
will be available without charge upon re­
quest.
Accounting Principles
The report of the special committee on 
development of accounting principles sub­
mitted to the council on October 15th 
recommended that certain broad rules or 
principles of accounting be officially 
adopted by the council. The report was 
accepted and the recommended principles 
were approved. The council considered 
the matter of so much importance that it 
ordered publication of the report in full 
in the B u lletin  of the Institute. The com­
plete text of the report appears on page 10 
and pages following of this B u lletin .
1935 Annual Meeting
The next annual meeting of the Amer­
ican Institute of Accountants will take 
place at Boston, October I4- I7, 1935. The 
invitation was extended on behalf of the 
Massachusetts Society of Certified Public 
Accountants by Richard D. Seamans, presi­
dent, at the meeting of the Institute at Chi­
cago, October 18, 1934.
The president of the Institute has ap­
pointed the following committee on meet­
ings which will be in charge of arrange­
ments for the Boston meeting next fall: 
Homer N. Sweet, chairman, Charles F . 
Rittenhouse and Richard D. Seamans.
Charles Bertram Holloway
Charles Bertram Holloway, a charter 
member of the Institute and for the past 
five years manager of the Boston office of 
the firm of Haskins & Sells, died suddenly 
on October 6, 1934.
M r. Holloway was a native of M o­
berly, Missouri. He was associated with 
Price, Waterhouse & Co. for a number of 
years. During the world war he was in 
charge of finance and accounts of the Amer­
ican expeditionary forces, having the rank 
of major. M r. Holloway was a member 
of the Massachusetts Society of Certified 
Public Accountants and at the time of his 
death was secretary of the Boston chapter 
of the National Association of Cost Ac­
countants.
Oral Examinations
A t the recommendation of the board of 
examiners the council of the Institute on 
October 15th amended the existing rule 
governing oral examinations to read as fol­
lows :
“The board in its discretion may allow a 
candidate of advanced age, who has had long 
experience in public accounting or a candidate 
who shall have passed a written examination 
conducted by a recognized accounting body, to 
take an oral instead of a written examination 
in one or more subjects.”
The rule prior to amendment stated 40 
years as the minimum age of applicants for 
oral examinations and the board pointed out 
that its rule had misled many persons into 
the belief that they were entitled to oral 
examinations if they had reached that age 
and had fulfilled the minimum practice re­
quirements. As a matter of fact it was 
explained the board did not grant oral 
examinations to persons not in possession 
of C .P .A . certificates except in extraordin­
ary circumstances. Amendment of the rule 
was recommended so that it might be clear 
that oral examinations might be granted en­
tirely in the discretion of the board of ex­
aminers and were not usually available to 
persons who were not in possession of
C .P .A . certificates.
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Professional Ethics
At the recommendation of the commit­
tee on professional ethics the council of 
the Institute adopted the following resolu­
tions at its meeting October 15th:
R esolved , th a t  no m e m b e r o r  a ss o c ia te  sh all  
c e r t i f y  th e  fin a n cia l s ta te m e n ts  o f  a n y  e n te rp rise  
fin an ced  in w h o le  o r  in p a r t  by  th e  p u b lic d is ­
tr ib u tio n  o f  s e c u ritie s  i f  he is h im self  th e  a c tu a l  
o r  b en efic ia l o w n e r  o f  a  s u b sta n tia l fin an cia l  
in te re s t  in the e n te rp r is e  o r  i f  he is co m m itted  
to  a cq u ire  su ch  a n  in te re s t.
R e so lv e d , that the council of the American  
Institute of Accountants regards competitive 
bidding for professional accounting engage­
ments as contrary to the best interests of mem­
bers’ clients and of the public generally and 
urges members of the Institute to endeavor by 
all means at their disposal to eliminate the 
practice of competitive bidding.
These resolutions will be published with 
others adopted in the past in the year-book 
of the Institute following the rules of pro­
fessional conduct.
Benevolent Fund
At the annual meeting of the Institute 
on October 18th Arthur W . Teele, treas­
urer of the American Institute Benevolent 
Fund, Inc., read a report of the progress 
of the fund during the past year. He de­
scribed anonymously but in some detail the 
cases of several needy members of the In­
stitute who had been spared considerable 
distress through assistance rendered by the 
benevolent fund. At the conclusion of his 
report M r. Teele asked that the members 
present make contributions to the fund to 
meet emergencies during the coming win­
ter. Pledge cards were distributed and as 
a result of the, appeal a fairly substantial 
sum was either pledged or contributed on 
the spot. Additional pledges and contribu­
tions were received after the meeting.
Subsequently the executive committee 
authorized dispatch of a letter to all mem­
bers of the Institute in order that those 
who were not present at the annual meet­
ing might have an opportunity to subscribe 
to the benevolent fund.
Committee Reports
Toward the conclusion of its meeting on 
October 15th the council of the Institute 
gave instructions that a summary of the 
activities of the Institute during the past 
year as reflected in various reports of com­
mittees be published in pamphlet form for 
the early information of members and other 
interested persons. The summary will ap­
pear in the near future.
Secretary Attends Meetings at Ra­
leigh and Savannah
The secretary of the American Institute 
of Accountants was the guest at the annual 
meeting of the North Carolina Association 
of Certified Public Accountants at Raleigh, 
October 26th and 27th, and at a meeting 
of the Savannah chapter of the Georgia 
Society of Certified Public Accountants on 
October 29th. He spoke at both meetings 
on the purposes and activities of the In­
stitute. Full reports of the meetings ap­
pear elsewhere in this B u lletin .
"The Nature of Dividends”
The American Institute Publishing 
Company, Inc., announces that the num­
ber of advance subscriptions to T h e  N a ­
ture o f D iv id en d s, by Gabriel A. D. 
Preinreich, has been greater than was 
anticipated and that the book will be pub­
lished forthwith.
The manuscript is the result of several 
years of intensive research by M r. Prein­
reich, who is a member of the Institute 
and a practicing accountant of New York. 
It presents the interplay between corpo­
rate earning power and ability to expand 
as the basic cause of diversity in the 
methods of distribution. It describes and 
classifies the various forms of dividends, 
rights, warrants, etc., assigning to each 
its proper place in an organic structure 
based upon economic, financial and ac­
counting theory.
The volume will consist of approxi­
mately 230 pages, 6 inches by 9 inches, 
bound in blue cloth which is the customary 
form adopted by the publishing company. 
The date of publication will be announced 
in a subsequent issue of the B u lletin .
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Round Table Sessions
Round table discussions of various tech­
nical topics, an innovation in the proceed­
ings of the annual meeting of the Amer­
ican Institute of Accountants, were held 
at Chicago on October 17th.
The committee on meetings had arranged 
the program so that October 17th would 
be free for the golf tournament, visits to 
the Century of Progress exposition and 
other diversion. The round table sessions 
were held so that those who preferred to 
do so could spend the day in discussion of 
technical subjects.
Eric L . Kohler, chairman of the com­
mittee on round table discussions, who ar­
ranged the program of the day, reported 
afterwards that the attendance had been 
unexpectedly large. It was estimated that 
about one hundred and twenty-five persons 
had participated in one or more of the six 
sessions which began at 9:15  A .M . and 
were concluded at 5: 40 P. M .
The first subject of discussion was in­
stitutional accounting. Harvey C. Daines, 
assistant comptroller of the University of 
Chicago and associate professor of account­
ing at that institution, was the first speaker. 
Lloyd Morey, chairman of the national 
committee on standard reports of institu­
tions of higher education, continued the dis­
cussion and many others participated.
The second session was devoted to prob­
lems of municipal accounting. M r. Morey, 
chairman of the Institute’s special commit­
tee on governmental accounting and vice- 
chairman of the national committee on 
municipal accounting, opened the discussion 
and the meeting was then thrown open to 
general discussion.
A  discussion on postulates of accounting 
was opened by William A. Paton, pro­
fessor of accounting at the University of 
Michigan. His remarks led to a general 
discussion of the underlying principles of 
accounting.
The first afternoon session was devoted 
to reports to stockholders and the discus­
sion was led by Paul L . Morrison, associate 
professor of finance at Northwestern uni­
versity, and a former practitioner of public 
accounting.
Legislation which accountants can pro­
mote was the subject of the fifth round
table discussion. Hiram T . Scovill, head 
of the accounting department of the Uni­
versity of Illinois, was the discussion 
leader.
The concluding session centered around 
the subject of re-acquired stock. Robert
E. Payne, chairman of the Institute’s 
special committee on state corporation laws, 
led the discussion in which many of those 
present participated.
Results of Golf Tournament
At the golf tournament, held at the 
time of the annual meeting of the Amer­
ican Institute of Accountants, the Mis­
souri trophy was won by a team repre­
senting the Illinois Society of Certified 
Public Accountants in competition with 
teams of other societies and chapters on 
October 17th at the Olympia Fields count- 
try club, near Chicago.
The total score of the team was 336. 
The team was composed of H . H . W olf,
C. M . Burlingame, W . H . Andersen and
G. A. Alsterlund. The next lowest score 
was made by the team of the New York  
State Society of Certified Public Account­
ants.
Individual prizes were awarded as fol­
lows:
Low G ross: H. W olf 79. Low N et: J . M. 
Groves, 96-27-69. 2nd Low G ross: C. M. 
Burlingame, 83. 2nd Low N et: A . Stewart, 
85-12-73. 3rd Low G ross: J .  F . Sells, 83. 4th 
Low N et: W . A. Cooper, 92-19-73. 4th Low  
G ross: (C anada) J . G. Mundie, 84. 4th Low  
N et: G. Heath, 93-20-73. 5th Low G ross: W . 
Anderson, 85. 5th Low N et: H. Boyack, 95- 
22-73. Hidden number: H. S. Irving, 91. 
Highest score: 18 holes, S. M. Campbell, 133. 
Highest score: 1 hole, P. S. Barton, 13. Lowest 
score (ladies prize) : M rs. A. Stewart, 95-13-82.
John F. Forbes, of San Francisco, an­
nounces the formation of the firm of John
F. Forbes & Co., with offices in the 
Crocker Bldg., San Francisco, at 20 E x ­
change Place, New York, and at 33 North 
La Salle street, Chicago. Judson E. 
Krueger and C. J .  Hasson have been ad­
mitted to partnership. M r. Forbes will 
continue his individual practice as a con­
sultant.
6
Bulletin of A m erican Institute of Accountants
Committee Appointments
The president has appointed the follow­
ing committees to serve during the current 
fiscal year ending August 31, 1935:
C o m m itte e  o n  A r b i t r a t i o n  
Forrest M athis, Chairman, Dallas.
Floyd T . Webb, San Francisco.
Frank L. W ilcox, W aco.
C o m m itte e  o n  B u d g e t  a n d  F i n a n c e  
Paul K . Knight, Chairman, New York. 
George Cochrane, New York.
John Fraser, New York.
C o m m it t e e  on  B y - L a w s
W alter Mucklow, Chairman, Jacksonville, Fla. 
Charles F . Bridewell, Houston.
Edw ard Fraser, Kansas City.
C o m m itte e  o n  C r e d e n t i a l s  
Jam es W illing, Chairman, Boston.
Schuyler Dillon, Boston.
Earle M . French, Boston.
C o m m itte e  o n  F e d e r a l  L e g is la t io n  
Donald A rthur, Chairman, New York. 
W ayne Kendrick, W ashington, D. C .
Leon E . W illiam s, New York.
C o m m it t e e  on  M eet in g s
Homer N. Sweet, Chairman, Boston.
Charles F. Rittenhouse, Boston.
Richard D. Seamans, Boston.
C o m m it t e e  on  P u b l ic a t io n
John B. Niven, Chairman, New York.
W illiam  D. Cranstoun, New York.
John C. Scobie, New York.
C o m m itte e  o n  S t a t e  L e g i s l a t i o n  
W ill-A . Clader, Chairman, Philadelphia. 
Jam es J . Hastings, Newark.
Jam es M. McConahey, Seattle.
S p e c ia l  C o m m itte e  o n  A c c o u n t i n g  P r o c e d u r e  
Samuel J . Broad, Chairman, New York. 
W illiam  H. Bell, New York.
Paul Grady, New York.
I. Graham  Pattinson, New York.
P rior Sinclair, New York.
S p e c ia l  C o m m itte e  o n  A d m in is t r a t io n  o f  
E n d o w m e n t  
W ill ia m  H . W e s t ,  Chairman, N e w  Y o rk .  
David L. G re y , St. Louis.
C arl H. Nau, Cleveland.
Andrew Stewart, New York.
Charles R. Trobridge, New York.
Sp e c ia l  C o m m it t e e  on A p p o in t m e n t  o f  
A uditors
H erbert M. Temple, Chairman, St. Paul.
Fred J . Duncombe, Chicago.
Phillip A. Hershey, Oakland.
George S. Olive, Indianapolis.
N. O. Richardson, Beaumont, T exas.
Sp e c ia l  C o m m it t e e  on  C o m m e r c ia l  A r b it r a ­
tio n
Lewis W intermute, Chairman, Cleveland. 
H arry  P . Baumann, Chicago.
M arshall G. Knox, Indianapolis.
Allan Muddiman, Birmingham.
Roscoe L. Thom as, Butte, M ontana.
Sp e c ia l  C o m m it t e e  on  C o o per a tio n  w it h  
B a n k e r s
Charles B. Couchman, Chairman, New York. 
Lewis Ashman, Chicago.
W illiam  R. M ain, Philadelphia.
Norman L. M cLaren, San Francisco.
J .  R. Nelson, Dallas.
Donald P. Perry, Boston.
Edwin H. W agner, St. Louis.
Sp e c ia l  C o m m it t e e  on  C o o per a tio n  w it h  
I n v e s t m e n t  B a n k e r s
Frederick H. Hurdman, Chairman, New, York. 
W alter M . LeClear, Chicago.
Samuel D. Leidesdorf, New York.
Phillip Saunders, Jr ., Boston.
John H. Zebley, Jr ., Philadelphia.
Sp e c ia l  C o m m it t e e  on  C o o per a tio n  w it h  
O t h e r  O r g a n iz a t io n s
Frederick H. Hurdman, Chairman, New York. 
R. O. Berger, Chicago.
John F. Forbes, San Francisco.
Jam es J .  Hastings, Newark.
W alter A . Staub, New York.
Sp e c ia l  C o m m it t e e  on  C o o per a tio n  w it h  
Se c u r it ie s  a n d  E x c h a n g e  C om m issio n
C. O. Wellington, Chairman, New York. 
Samuel J . Broad, New York.
John Hood, Jr ., Philadelphia.
R. F. Starkey, New York.
Andrew Stewart, New York.
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Sp e c ia l  C o m m it t e e  o n  C o o pe r a t io n  w it h  
St o c k  E x c h a n g e s
George O. May, Chairman, New York. 
Archibald Bowman, New York.
Arthur H. Carter, New York.
George Cochrane, New York.
Philip N. Miller, New York.
Walter A. Staub, New York.
S p e c ia l  C o m m it te e  o n  D e v e lo p m e n t  o f  A c­
c o u n t i n g  P r i n c i p l e s
George O. May, Chairman, New York. 
(Chairman, special committee on coöpera­
tion with stock exchanges.)
Samuel J. Broad, New York.
(Chairman, special committee on account­
ing procedure.)
Charles B. Couchman, New York.
(Chairman, special committee on coopera­
tion with bankers.)
Frederick H. Hurdman, New York.
(Chairman, special committee on coöpera­
tion with investment bankers.)
C. F. Rittenhouse, Boston.
(Chairman, committee on professional 
ethics.)
C. O. Wellington, New York.
(Chairman, special committee on coöpera­
tion with securities and exchange com- 
msision.)
(One vacancy.)
Sp e c ia l  C o m m it t e e  o n  F e d er a l  C o rpo r a tio n  
L a w
Homer N. Sweet, Chairman, Boston.
A. M. Calmenson, St. Paul.
John F. Kerslake, Philadelphia.
Lewis Lilly, San Francisco.
Paul W. Pettengill, Chicago.
Robert E. Payne, Chicago.
S p e c ia l  C o m m it te e  o n  G o v e r n m e n t a l  A c­
c o u n t i n g
Lloyd Morey, Chairman, Urbana, Ill.
William Dolge, San Francisco.
Raymond J. Hannon, Troy, N. Y.
Henry B. Fernald, New York.
Forrest Mathis, Dallas.
Walter Mucklow, Jacksonville, Fla.
A. H. Puder, Newark.
Charles S. Rockey, Philadelphia.
S p e c ia l  C o m m it t e e  o n  I n v e n t o r ie s
Edward A. Kracke, Chairman, New York. 
Leonard S. Davey, New York.
W. I. Nicholson, Jr., Tulsa.
Warren W. Nissley, New York.
I. Graham Pattinson, New York.
Walter A. Staub, New York.
E. H. Wagner, St. Louis.
Sp e c ia l  C o m m it t e e  o n  N a t u r a l  B u sin ess  
Y ea r
Charles H. Towns, Chairman, New York. 
Walter Niles Dean, New York.
Goodwin P. Graham, Washington, D. C. 
Procter H. Kerr, Kansas City.
C. F. Milledge, Houston.
Sp e c ia l  C o m m it t e e  on  St a t e  C orpo r a tio n  
L a w s
Robert E. Payne, Chairman, Chicago.
Edward Fraser, Kansas City.
David Himmelblau, Chicago.
Homer L. Miller, Chicago.
Hiram T. Scovill, Urbana.
Philip S. Suffern, New York.
Albert John Watson, San Francisco.
Sp e c ia l  C o m m it t e e  o n  St u d y  o f  B a n k  E x ­
a m in a t io n s
James Hall, Chairman, New York.
Edward J. Buehler, New York.
Edward A. Kracke, New York.
Sp e c ia l  C o m m it t e e  on  T e r m in o l o g y
Robert H. Montgomery, Chairman, New York. 
Alexander H. Beard, New York.
Eric L. Kohler, Chicago.
Walter Mucklow, Jacksonville, Fla.
Gabriel A. D. Preinreich, New York.
Telephone Company Accounting
It has been reported that the National As­
sociation of Railroad and Utilities Com­
missioners, in a brief filed recently with the 
federal communication commission, reaf­
firmed its position before the interstate 
commerce commission that state commis­
sions should continue to regulate telephone 
accounting practices involving intrastate 
business. The association stated its opinion 
that this applied with particular force to 
the control of depreciation rates.
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Elections to Membership
In the absence of protest, the president 
has declared elected as members and asso­
ciates, respectively, the following applicants 
whose election was recommended by the 
board of examiners and approved by the 
council at meetings on October 15 and
18, 1934:
Advanced to membership:
H. W . Goodson, Dallas.
Roy Hall, Chicago.
H orace S. Irving, Chicago.
David Munroe, New York.
Richard D. Seamans, Boston.
Admitted as members:
K arl W . Baker, Boston.
H ow ard S. Bell, Spokane.
W illiam  M. Bolton, Chicago.
H ow ard W . Bordner, Chicago.
M ark Breimo, El Dorado, Ark.
M aurice E . Brooks, Dubuque.
Stuart M. Campbell, Chicago.
Joseph C. Cobb, Houston.
Robert A. Cooil, Los Angeles.
Richard H . Crook, Philadelphia.
Ernest H. Dammann, Chicago.
E . C. Daniels, Spokane.
W illiam  M . Duncan, Nashville.
Charles H. Dyson, New York.
Alan C. Edw ards, New York.
Frederick B. Emerson, Philadelphia. 
Alexander Eulenberg, Chicago.
Henry W allis Ewing, Dallas.
Myron D. Frantz, Chicago.
Oakley Frost, New York.
John W . G arrett, Chicago.
Edw ard J . Greaney, Honolulu.
Daniel Greenhalgh, Chicago.
Don S. Griffith, Seattle.
Lloyd L. Grisamore, Chicago.
A lfred N . Hilton, Norfolk, Va.
Robert Hodge, Jr ., New York.
Robert O. Imper, Boston.
J .  B . Inglis, New York.
Byrne A . Jackson, Chicago.
W illiam  L . Keating, New York.
W alter G. Kriegshauser, St. Louis.
W illiam  F. Loflin, Columbus, Ga.
Chester R. Macklin, Milwaukee.
Peter J .  M aggioni, Boston.
Leonard A . M allett, Chicago.
H arvard  L. M ann, Boston.
W illiam  B. M arkovits, Middletown, N. Y .  
Glen E . M artin, Chicago.
Charles L. M arvin, Schenectady.
J .  W oodrow M athews, New York.
Edwin Mathieson, G reat Falls, Mont.
C. F. Milledge, Houston.
H ilary H. Osborn, Nashville.
C. E . Powell, Greenwood, Miss.
O. Kenneth Pryor, New York.
W illiam  H. Quinette, J r ., Tulsa.
Richard T . Risk, St. Louis.
John P. Rogers, New York.
Theodore E . Rupp, Baltimore.
Guy M iller Scott, Richmond.
George F . Shannon, Boston.
Carden S. Shekell, Detroit.
A rthur Sieferman, Dayton.
W illiam  C. Smith, New York.
E. Arnold Sunstrom, Chicago.
Elm er L. Sutherland, New York.
Ralph E . Thorn, New York.
Jam es V. Toner, Boston.
George J . W aas, Norfolk, Va.
Robert V. W hittaker, New Orleans.
Dorothy G. W illard, Boston.
Frederick S. W illett, South Bend.
George A. W ilson, Boston.
George J . W interhalter, Chicago.
Louis A. Wynhoff, New York.
Admitted as associates:
H enry Clay Barry, Nashville.
Gordon L. Byers, Pittsburgh.
Jam es W . Hunt, Columbia, S. C.
Richard W . Kessell, Oakland, Cal.
Neal R. M arrin, Fort W orth.
A. H. Rosenkampff, New York.
Vance A . W adham s, Lawrence, K an.
C. How ard W alden, Helena.
The admission of these seventy-four new 
members and associates brings the total 
membership of the Institute to the highest 
point it has ever reached. Following 
is a record of the total membership from 
the organization of the Institute to the 
present date:
September 1, 19 16 ...........................1,150
“ , 1 9 17 ...........................1,220
“ , 19 18 ............................... 1,225
, 19 19 ...........................1,252
, 1920...........................1,363
, 19 2 1 ............................... 1,484
“ , 1922...........................1,606
, 1923 ....................................1,809
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1 ,905  
2,008 
2,064  
2,098 
2,158  
2,185 
2,196
2 ,182
2, 183 
2,169 
2,312  
2 ,3 8 7
Report of Special Committee on De­
velopment of Accounting Principles
Following is the text of the report of 
the special committee on development of 
accounting principles, approved by the coun­
cil of the Institute on October 15th with 
instructions that it be published in the 
Bulletin:
To t h e  C o u n c il  o f t h e  A m e r ic a n  I n s t it u t e  
o f  A c c o u n t a n t s :
G e n t l e m e n : The special committee on de­
velopment of accounting principles believes 
that in this, its first report to the membership 
of the Institute, it should indicate the general 
policy which it recommends that the Institute 
should follow.
Since principles of accounting can not be ar­
rived at by pure reasoning, but must find their 
justification in practical wisdom, the commit­
tee believes that the Institute should proceed 
with caution in selecting from the methods more 
or less commonly employed those which should 
be accorded the standing of principles or ac­
cepted rules of accounting. Further, when the 
Institute lays down rules or principles, they are 
apt to be regarded as self-serving declarations 
when they would operate to protect its mem­
bers, though they will be given full weight 
when they affect the position of a member 
adversely. It is therefore highly desirable to 
secure the acceptance of any rules or princi­
ples laid down, not only by the Institute but 
also by the courts or by independent bodies 
having some regulatory powers or authority. 
The committee believes that the policy of the 
Institute should be to act with care and deliber­
ation, and to endeavor whenever possible to 
secure the concurrence of some body possessing 
high authority in the rules or principles which 
it lays down.
September 1, 1924.
, I925  
“ , 1926.
, 1927  
“ , 1928.
, 1929
, 1930.
,1 9 3 1
, 1932.
, 1933
, 1934.
November 15,  1934
T he concurrence of the federal reserve board  
and the federal trade commission in the defini­
tion of the scope of a balance-sheet or financial 
audit, and the agreement on principles (some 
at least of which might perhaps more accurately 
be described as “rules” ) reached in the cor­
respondence between the Institute and the New 
York stock exchange, have been of great value 
to the accounting profession and constitute 
precedents which the committee proposes to 
follow as fa r as possible
Under the act creating the securities and 
exchange commission as passed at the last ses­
sion of congress, that commission has wide 
powers to prescribe methods of accounting and 
your committee believes that a close cooperation 
with the commission is desirable and should 
permit of the formulation of accounting rules 
or principles in accordance with the policy 
which has been outlined. Obviously, the In­
stitute desires to keep in close touch with the 
work of the commission for the purpose, first, 
of assuring that the methods prescribed by 
that body conform to the best accounting opin­
ion and shall not be prejudicial to the w elfare  
of the profession or the community; and, sec­
ondly, to enable it to bring rulings made by 
the commission to the attention of members of 
the Institute and to secure their cooperation in 
all measures designed for the protection of in­
vestors and benefit of the community.
Y ou r committee desires, also, to submit the 
following report on specific recommendations: 
In September, 1932, the special committee 
of the Institute on cooperation with stock ex­
changes, in a communication addressed to the 
New York stock exchange, set forth in five 
paragraphs certain principles which it thought 
would find general acceptance. Subsequently, 
the stock exchange asked all corporations 
whose securities w ere listed to secure from  
their auditors information on certain points, 
one of which was whether the accounting of 
the corporation conformed to accepted account­
ing practice, and particularly whether it was 
in any respect inconsistent with any of the 
principles put forw ard by the Institute. In a 
report to the governing committee of the ex­
change dated October 24, 1933, the committee 
on stock list stated that the replies had indi­
cated very general acceptance of those prin­
ciples, and added:
“The committee feels that all these prin­
ciples should be regarded by the exchange
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as so generally accepted that they should be 
followed by all listed companies— certainly, 
that any departure therefrom should be 
brought expressly to the attention of share­
holders and the exchange.”
T he committee feels that these rules or prin­
ciples, a statement of which is annexed hereto, 
should be adopted by the Institute.
The committee further recommends that the 
Institute should put itself on record as to the 
treatment to be applied to a series of interre­
lated transactions comprising—
1. The issue of capital stock of a corporation  
ostensibly for property;
2. The donation of a part of such stock to 
the corporation;
3. T he sale of a part of the donated stock 
for cash by the corporation.
In the past it has not been uncommon, es­
pecially in the case of corporations formed to 
develop a new mine, to charge the par value 
of the stock issued to property account and to 
credit to surplus the cash received from the 
sale by the corporation of the stock donated to 
it. It  is clear, however, that such a procedure 
results in an overstatement of the property ac­
count and of the surplus account.
During the year, a registration statement in 
which this procedure had been followed was 
disapproved by the federal trade commission, 
and the committee believes that the Institute 
should also indicate its disapproval. Y our com­
mittee therefore recommends that the following 
rulings on this point should receive the formal 
approval of the Institute:
If capital stock is issued nominally for the 
acquisition of property and it appears that 
at about the same time, and pursuant to a 
previous agreement or understanding, some 
portion of the stock so issued is donated to 
the corporation, it is not permissible to treat 
the par value of the stock nominally issued for 
the property as the cost of that property. If  
stock so donated is subsequently sold, it is 
not permissible to treat the proceeds as a 
credit to surplus of the corporation.
Your committee believes that members of the 
Institute should recognize an obligation in any 
case in which they are called upon to prescribe 
or pass upon the treatm ent of capital stock 
donated to a corporation to satisfy themselves 
that the transaction is a gift in good faith and 
is not an artificial or unsubstantial transaction  
designed to create an improper credit to 
surplus.
Y ou r committee has not found any other 
questions of broad accounting principle raised  
in proceedings before the federal trade com­
mission.
Respectfully submitted,
G e o rg e  O . M a y , Chairman,  
G e o rg e  A r m is te a d ,
L e w is  A s h m a n ,
C h a r l e s  B . C o u c h m a n , 
F r e d e r ic k  H . H u r d m a n , 
W il l ia m  A . P a to n ,
J a m e s  H . Stagg .
St a t e m e n t  o f R u l e s  or P r in c ip l e s  
R e c o m m e n d ed  fo r  A do ption  b y  t h e  I n s t it u t e
1. Unrealized profit should not be credited to 
income account of the corporation either di­
rectly or indirectly, through the medium of 
charging against such unrealized profits amounts 
which would ordinarily fall to be charged  
against income account. Profit is deemed to 
be realized when a sale in the ordinary course 
of business is effected, unless the circumstances 
are such that the collection of the sale price is 
not reasonably assured. An exception to the 
general rule may be made in respect of in­
ventories in industries (such as the packing­
house industry) in which owing to the impos­
sibility of determining costs it is a trade custom 
to take inventories at net selling prices, which 
may exceed cost.
2. Capital surplus, however created, should 
not be used to relieve the income account of 
the current or future years of charges which 
would otherwise fall to be made thereagainst. 
This rule might be subject to the exception that 
where, upon reorganization, a reorganized com­
pany would be relieved of charges which would 
require to be made against income if the exist­
ing corporation were continued, it might be re­
garded as permissible to accomplish the same 
result without reorganization provided the facts 
w ere as fully revealed to and the action as 
formally approved by the shareholders as in 
reorganization.
3. Earned surplus of a subsidiary company 
created prior to acquisition does not form a 
part of the consolidated earned surplus of the 
parent company and subsidiaries; nor can any 
dividend declared out of such surplus properly 
be credited to the income account of the parent 
company.
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4. W hile it is perhaps in some circumstances 
permissible to show stock of a corporation held 
in its own treasury as an asset, if adequately 
disclosed, the dividends on stock so held should 
not be treated as a credit to the income account 
of the company.
5. Notes or accounts receivable due from of­
ficers, employees, or affiliated companies must 
be shown separately and not included under a 
general heading such as Notes Receivable or 
Accounts Receivable.
Effective Provisions of the Securities 
Exchange Act
In the Bulletin for October 20th, it was 
reported that provisions of the securities 
and exchange act of 1934 (which became 
effective October 1st), prescribing registra­
tion requirements for securities, providing 
for periodical and other reports of issuers 
and imposing liability for the issuance of 
misleading statements, were not applicable 
to securities which had been granted tem­
porary registration. The office of the In­
stitute has since been informed that securi­
ties temporarily registered are exempt only 
from the provisions which prescribe regis­
tration requirements.
A ccountancy  T w e n t y - f i v e  
Y ears Ago
“As yet the federal government has not pro­
posed any measure for the regulation of cor­
porations that takes our profession into ac­
count, but with our growth in numbers and re­
sponsibility, it seems reasonable to believe that 
legislation may be passed under which the gov­
ernment will accept within suitable limitations 
the accounts of corporations bearing the certifi­
cate of a properly accredited accountant.
“ Inasmuch as many of the largest and best 
managed corporations have already voluntarily 
adopted the plan of independent audits by pub­
lic accountants, legislation aiming to require 
such audits would hardly meet insuperable ob­
jections from the corporations, and it would 
unquestionably give better results to the gov­
ernment at an infinitely less cost to the taxpayer 
than the plan of employing an enormous staff 
of examiners in the federal service.”
T h e Journal of Accountancy, Nov., 1909.
Northern Ohio Chapter
The annual meeting of the Northern 
Ohio chapter of the American Institute of 
Accountants was held at the Chamber of 
Commerce club, Cleveland, on November 
12th. John D. Cherrington and John L. 
Carey, vice-president and secretary of the 
Institute, respectively, were present.
In addition to the addresses made by the 
officers of the Institute, there was discus­
sion of “Direct loans to industry by the 
federal reserve banks.” R. B. Hayes, exec­
utive secretary of the advisory committee 
for loans for industry and commerce in the 
fourth federal reserve district, was the 
principal speaker.
Accountant Appointed to N. R. A. 
Post
The appointment of A. S. Fedde, of New 
York, for several years chairman of the In­
stitute’s committee on the natural business 
year, as special adviser to the director of 
the research and planning division of the 
N. R. A. was announced on October 12th.
M r. Fedde was formerly chairman of 
the Institute’s board of examiners and was 
a representative of the Institute at the In­
ternational Congress on Accounting at Lon­
don in 1933. In his new position he is to 
advise on accounting procedure for the au­
diting of code authority budgets.
"Accountants’ Day” in Holland
Members of the Netherlands Institute 
of Accountants met at Amsterdam on Sep­
tember 22 , 1934, to celebrate the 25th 
“Accountants’ Day” of the organization.
Representatives of the government and 
members of the accounting profession in 
the United States, England and Germany 
attended as guests of the institute. Three 
addresses were delivered. E . van Dien 
spoke on “The development of accountancy 
in Holland,” H . P. Gelderman on “The 
regulations of the government on trade and 
industry” and H . H . Reder on “The func­
tion of the accountant in the foundation of 
cartels and the execution of cartel con­
tracts.” James Polak was chairman of the 
meetings.
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Independent Audits of Oil Companies
Announcement that the Standard Oil 
Company of New Jersey and the Standard 
Oil Company of Indiana have agreed to 
publish independently audited financial 
statements was made during October.
In its application to the New York stock 
exchange to list its capital stock, the Indi­
ana company entered into the usual agree­
ment of industrial corporations regarding 
audits, though it meant a departure from 
its own past procedure. The agreement 
is “that all financial statements in future 
annual reports sent to stockholders, or pub­
lished after three months from the date 
of this application, shall be audited by in­
dependent public accountants qualified un­
der the laws of some state or country, and 
shall be accompanied by a certificate of such 
public accountants showing the scope of 
such audits and qualifications, if any, made 
by them in respect thereto.”
The auditor’s certificate attached to the 
statements filed with this application is in 
the form recommended by the American In­
stitute of Accountants and approved by the 
New York stock exchange last January.
Following the announcement, John F . 
Forbes, at that time president of the In­
stitute, was quoted in the press as follows: 
“It has been contended in the past that 
there are business units so large and so 
complex in their organization that an in­
dependent audit is impracticable. The 
American Institute has consistently held 
that this is not so. The agreement of the 
Standard Oil Company of Indiana with 
the New York stock exchange that its peri­
odical financial statements hereafter shall 
be independently audited reflects the view 
now generally held that an independent au­
dit is an indispensible safeguard to both 
management and investors.”
Announcement by the New Jersey com­
pany of its decision to adopt the same policy 
was accompanied by the following press 
comment:
“Partly because of its world-wide oper- 
tions and the expense attached to an inde­
pendent audit, the New Jersey company 
heretofore has not issued annual statements 
certified by independent public accountants.
“The reason for the change of attitude 
is understood to be the recent legislation
affecting companies whose securities are 
publicly held and also the pressure from the 
New York stock exchange. The securities 
and exchange commission, it is pointed out, 
may require independent audits of annual 
reports or quarterly statements of compan­
ies registered on a national securities ex­
change. Standard Oil of New Jersey op­
erates in practically every country in the 
world.”
State Boards of Accountancy
G eo r g ia
H . M . Heckman, of Athens, has been 
elected president of the Georgia state 
board of examiners of public accountants, it 
was announced recently. He succeeds M . 
H . Barnes, of Savannah.
L o u is ia n a
Reorganization of the Louisiana state 
board of accountancy was announced dur­
ing October. Its present personnel is: 
Emile Bienvenu, of New Orleans, presi­
dent; Edward J .  deVerges, of New O r­
leans, secretary; Edward S. Rittler, of New 
Orleans, treasurer; Ralph B. Eglin, of 
Shreveport, and Lucien J . Moret, of New 
Orleans.
N o r t h  C a r o l in a
William E. Stevens, of Lenoir, has been 
appointed a member of the North Carolina 
state board of accountancy, succeeding John
B. McCabe, of Wilmington.
Application of T. D. 4422
A  memorandum stating that the United 
States treasury department wishes the pro­
visions of treasury decision 4422 to be ad­
ministered with the least possible effort and 
expense on the part of taxpayers and spe­
cifically exempting three classes of taxpay­
ers from the necessity of furnishing addition­
al information regarding depreciation de­
ductions was issued by the commissioner of 
internal revenue, on October 25th.
The classes exempted are: ( 1 ) those 
taxpayers whose returns show net losses 
after appropriate adjustments; ( 2 ) those 
whose returns indicate clearly that only rea­
sonable amounts of depreciation have been 
claimed, and ( 3 ) those whose returns indi­
cate that the depreciation deduction is a 
very minor factor.
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ATTENDANCE AT ANNUAL MEETING
Following are the names of the account­
ants who were registered at the annual 
meeting of the Institute at Chicago:
A r k a n s a s
E . R. Cotham, Little Rock.
J . C. Fuller, Little Rock.
H . W . Hennegin, Little Rock. 
Raymond Rebsamen, Little Rock.
C a l i f o r n i a  
John F . Forbes, San Francisco. 
W alter B. Gibson, Los Angeles.
Anson Herrick, San Francisco.
Phillip A. Hershey, San Francisco.
N. L . McLaren, San Francisco.
John R. Ruckstell, San Francisco. 
Frank G. Short, San Francisco. 
George M . Thompson, Los Angeles. 
Albert J .  Watson, San Francisco.
C o l o r a d o  
Clem W . Collins, Denver.
David M . Watson, Denver.
C o n n e c t i c u t  
Robt. H . Montgomery, Greenwich.
D i s t r i c t  o f  C o l u m b i a  
Wayne Kendrick, Washington.
F l o r id a  
W alter Mucklow, Jacksonville.
G e o r g ia  
W . C. Askew, Savannah.
M . H . Barnes, Savannah.
W . F . Loflin, Columbus.
I l l i n o i s  
Arthur Andersen, Chicago.
Melvin Anderson, Chicago.
W alter H . Andersen, Chicago.
Roy Andreae, Chicago.
F . B. Andrews, Chicago.
Lewis Ashman, Chicago.
Jacob Auer, Chicago.
Peter S. Barton, Chicago.
*F . M . Beaddy, Chicago.
*Lloyd E . Bemis, Chicago.
Harold Benington, Chicago.
R. O. Berger, Chicago.
H. W . Bordner, Chicago.
William B. Boulter, Chicago.
J .  M . Bowlby, Chicago.
* Non-member.
Harry Boyack, Chicago.
R. A. Bryant, Chicago.
G. T . Burns, Chicago.
Stuart M . Campbell, Chicago. 
Grant Chandler, Chicago.
Robert L . Chesnutt, Chicago. 
*W . F . Clarke, Chicago.
John A. Cooke, Chicago.
John P. Dawson, Chicago.
A. C. Droegemueller, Chicago.
F . J .  Duncombe, Chicago. 
Whitney B. Flershem, Chicago.
H . H . Gawthorp, Chicago.
J . H . Gilby, Chicago.
*Nathan Goldstein, Chicago. 
Edward E . Gore, Chicago.
* J . Menard Greene, Chicago. 
Daniel Greenhalgh, Chicago.
H . Claire Haines, Chicago.
Clyde C. Hale, Chicago. 
*George A. Halvorsen, Chicago. 
Frank L. Hammond, Chicago. 
H. C. Hawes, Chicago.
*W . L. Henkel, Chicago.
A. Himmelblau, Chicago.
David H. Himmelblau, Chicago. 
Harry A. Houston, Paris.
George E . Hutchison, Chicago. 
Horace S. Irving, Chicago.
D. R. Jennings, Chicago.
John Jirgal, Chicago.
Iver R. Johnson, Chicago.
* J . O. Johnson, Chicago. 
Charles W . Jones, Chicago.
Eric L . Kohler, Chicago.
*E . G. Kruchten, Chicago.
E . W . Krueger, Chicago.
John K. Laird, Chicago.
Charles H. Langer, Chicago. 
*H . S. Latta, Chicago.
Glen E. Martin, Chicago.
G. H . Matthews, Chicago.
*W . M . McClear, Chicago. 
James P. McGregor, Chicago. 
John Medlock, Chicago.
H . L . Miller, Chicago.
*C. F . Moore, Springfield. 
Lloyd Morey, Urbana.
R. H . Morrison, Chicago.
F . L . Murphy, Chicago.
D. A. N. Pattarson, Chicago 
Robert E . Payne, Chicago.
P. W . Pettengill, Chicago.
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Wayne E . Pollard, Rockford.
W . E . Poole, Jr ., Chicago.
* James Reilly, Chicago.
W alter H . Rohe, Chicago.
George W . Rossetter, Chicago. 
George V. Rountree, Chicago.
W . F . G. Ross, Chicago.
W . D. Schwietert, Chicago.
H . T . Scovill, Urbana.
Laurence W . Scudder, Chicago.
J . F . Sells, Chicago.
L . J .  Sherff, Chicago.
A. Silvertrust, Chicago.
*E . A. Sippel, Chicago.
J . W . Smart, Chicago.
John A. Stolp, Chicago.
W . T . Sunley, Chicago.
E. Arnold Sunstrom, Chicago.
Cyril Talbot, Chicago.
W . W . Vincent, Chicago.
W . C. Waggoner, Chicago.
A. F . Wagner, Chicago.
Newton V. Wagner, Chicago.
R. L. W ard, Chicago.
Julius V. Weiss, Chicago.
G. B. Whitfield, Chicago.
E. B. W ilcox, Chicago.
George Winterhalter, Chicago.
F . L . Wood, Chicago.
R. A. Zimmermann, Chicago 
W alter W . Zuehlke, Chicago.
I n d i a n a
James B. Fenner, Indianapolis.
H . William Fick, South Bend.
J . E . Keough, Indianapolis.
Charles Murray, Indianapolis. 
George S. Olive, Indianapolis.
J .  R. Wharton, South Bend
F. S. W illett, South Bend.
Iowa
Louis S. Goldberg, Sioux City.
L. H . Keightley, Sioux City.
Ira B. McGladrey, Cedar Rapids. 
Charles A. Williams, Sioux City. 
P. G. Wilson, Sioux City.
K e n t u c k y  
L. Tipton Young, Louisville.
L o u i s i a n a  
*Harry G. Frazer, Monroe.
John F . Hartman, New Orleans. 
Archie M . Smith, New Orleans.
M a r y l a n d
Charles W . Hatter, Baltimore. 
Elmer L . Hatter, Baltimore. 
Ernest E . Wooden, Baltimore.
M a s s a c h u s e t t s
Harvey S. Chase, Boston.
Stanley G. H. Fitch, Boston. 
Ernest H . Griswold, Boston. 
Christopher Haworth, Boston. 
Harold A. Mock, Boston.
Charles F . Rittenhouse, Boston. 
Phillip Saunders, Jr ., Boston.
R. D. Seamans, Boston.
Homer N. Sweet, Boston.
M i c h i g a n
W . H . Ball, Detroit.
George W . Heath, Detroit.
Fred W . Morton, Detroit.
W . A. Paton, Ann Arbor.
M . P. Rosenthaler, Detroit.
C. S. Shekell, Detroit
E . Elmer Staub, Detroit.
M i n n e s o t a
H. L. Altman, Minneapolis. 
Joseph A. Boulay, Minneapolis.
A. M . Calmenson, St. Paul. 
*Arnold E . Gronvill, Minneapolis. 
Emil Kroeger, Minneapolis.
J .  S. Matteson, Duluth.
T . J .  Shannon, St. Paul.
Herbert M . Temple, St. Paul.
M is s is s ip p i
D. D. Quin, Jackson.
W . Q. Sharp, Jackson.
M is s o u r i  
J . D. M .  Crockett, Kansas City. 
Albert C. Derrick, St. Louis. 
Edward Fraser, Kansas City.
Tom C. Hansen, Kansas City. 
W . L . Hausman, St. Louis.
P. H . Kerr, Kansas City.
E. G. H . Kessler, St. Louis.
J .  M . Newmayer, St. Louis. 
David B. Peter, Kansas City. 
August J .  Saxer, St. Louis.
W alter F . Scott, St. Louis.
M o n t a n a  
A. J .  Rowland, Miles City. 
Roscoe L . Thomas, Butte.
15
Bulletin of A m erican Institute of Accountants
N e b r a s k a
E. C. Loucks, Omaha.
N e w  J e r s e y
James J .  Hastings, Newark. 
Theodore Krohn, Newark.
N e w  Y o r k
Harold B. Atkins, New York.
E . J .  Blomqvist, New York.
P. F . Brundage, New York.
James C. Burton, N. Y .
George Cochrane, New York.
*W . A. Cooper, New York.
Charles B. Couchman, New York. 
W . Sanders Davies, New York. 
Henry B. Fernald, New York.
W . B. Franke, New York.
John Fraser, New York.
P. W . R. Glover, New York.
James Hall, New York.
F. H . Hurdman, New York.
P. K. Knight, New York.
E. A. Kracke, New York.
Edwin E . Leffler, Buffalo.
Charles E . Mather, New York.
W . D. McGregor, New York.
Philip N. Miller, New York.
Oscar L . Niles, Rochester.
W arren W . Nissley, New York.
I. Graham Pattinson, New York. 
Maurice Peloubet, New York. 
Gabriel Preinreich, New York.
Otto A. Shults, Rochester.
S. G. Slocum, Rochester.
J .  S. Snelham, New York.
Dana F . Stark, Elmira.
R. F . Starkey, New York.
W aiter A. Staub, New York. 
Andrew Stewart, New York.
A. W . Teele, New York.
Charles H . Towns, New York. 
William H . W est, New York.
C. O. Wellington, New York. 
Arthur Young, New York.
N o r t h  C a r o l i n a
Charles E . Elberson, Winston-Salem. 
J .  C. Muse, Sanford.
O h i o
Gordon S. Battelle, Dayton.
F . C. Brubaker, Cleveland.
John D. Cherrington, Cincinnati.
F . W . Fuller, Cincinnati.
Berl G. Graham, Cincinnati.
R. W . Kiersted, Cleveland.
Carl H . Nau, Cleveland.
*Lee R. Shannon, Cleveland.
W . J .  Taylor, Cleveland.
O k l a h o m a
H . G. Humphreys, Tulsa.
Ross T . W arner, Tulsa.
O r e g o n  
William Whitfield, Portland.
P e n n s y l v a n i a
F. P. Byerly, Philadelphia.
W ill-A. Clader, Philadelphia.
John F . Kerslake, Philadelphia. 
John K. Mathieson, Philadelphia. 
T . Edward Ross, Philadelphia. 
Francis Small, Philadelphia. 
Clarence L . Turner, Philadelphia. 
J . C. M . White, Pittsburgh.
John H . Zebley, Jr ., Philadelphia.
T e n n e s s e e
M . O. Carter, Memphis 
Roscoe C. Clark, Memphis.
Oliver P. Cobb, Memphis.
*A. T . Hobbs, Nashville.
Harry M . Jay, Memphis.
Thomas M . McIntyre, Nashville. 
Clarence R. Quinn, Memphis.
T e x a s
George Armistead, Houston.
* J . J .  Gannon, Houston.
C. F . Milledge, Houston.
Albert G. Moss, Dallas.
N. O. Richardson, Beaumont. 
Frank C. Taylor, Beaumont. 
Frank L. W ilcox, W aco.
U t a h
Lincoln G. Kelly, Salt Lake City.
V e r m o n t  
*H . S. Brooks, St. Johns.
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W a s h i n g t o n
Don. S. Griffith, Seattle. 
Arne S. Hansen, Seattle. 
Eustace LeMaster, Spokane. 
J . M . McConahey, Seattle. 
Rodney D. White, Seattle.
W e s t  V i r g i n i a  
S. Charles Steele, Fairmont.
W i s c o n s i n  
W . E . Crim, Kenosha.
Carl Penner, Milwaukee.
Hugh A. Sinclair, Milwaukee.
C a n a d a
*Hugh C. Bate, Winnipeg.
*A. H . Carr, Toronto.
* J . Gray Mundie, Winnipeg.
*Thomas H . Rathjen, Winnipeg.
*W . S. Ronald, Winnipeg.
*H . A. Shiach, Toronto.
M e x ic o
*Roberto Casas Alatriste, Mexico City.
WHAT ACCOUNTANTS ARE SAYING
A c c o u n t a n t s  a n d  E c o n o m ic s  
As an accountant observes the effort to in­
ject more of the elements of control and plan­
ning into our economic order, he is likely to 
give general assent, according to J . Weldon  
Jones, insular auditor of the Philippine Islands. 
M r. Jones is a member of the American In­
stitute of Accountants. In an article in the 
Philippine Commonwealth, he w rites:
“I know of no specialist whose work will be 
more important than that of the accountant, 
when we attempt to evaluate political policies 
and control the means of production and dis­
tribution. All of which is to say that the 
accountant raises a word of warning when new 
ventures are undertaken. He asks that we be 
realistic about such steps. W e must know 
something of differential and alternative costs. 
If more planning in our economy is to be suc­
cessful, we must have something more than 
altruistic longings, as desirable and as funda­
mental as that may be. W e must know by our 
best measuring-sticks where we are and the 
direction of our course.
“W e must have a working balance-sheet of 
the nation’s industry which will show the ebb 
and flow of industry accurately enough to 
allow us to see future danger signals before 
the storm breaks. Granting a spirit of neigh­
borliness and a passion for facts, I firmly be­
lieve that such information could be secured 
and could be used as a basis for action without 
resort to a ‘closed economy’ or the experiments 
of some European nations.”
M u n i c i p a l  A c c o u n t i n g  
T he fiscal officers of many cities that come 
to financial grief fail to understand the cause
of their predicament because of an insufficient 
knowledge of accounting, according to G. 
Charles Hurdman, of New York. M r. H urd­
man testified at a hearing before the New  
York Mastick tax revision commission.
“Continuance of antiquated accounting meth­
ods will lead to a repetition of current munici­
pal crises,” he said. “Furtherm ore, taxpayers 
are now insufficiently informed on their own 
civic fiscal affairs. Municipal governments 
should issue clearer and more intelligible finan­
cial statements for the information of the pub­
lic.”
B u i ld in g  a n d  L o a n  A c c o u n t i n g  
“The importance of maintaining a proper 
bookkeeping and accounting system for a build­
ing-and-loan association cannot be over-empha­
sized,” Clyde A . Morwood says in a bulletin 
of the bureau of building-and-loan supervision 
of the state of Missouri. He continues:
“One of the features peculiar to an associa­
tion is the requirement that several accounts 
which, while all may pertain to one borrower, 
nevertheless should be kept under separate ac­
counting controls. For example, the loan ac­
count, stock-dues account, interest, fines, due 
borrowers, insurance and taxes advanced, are 
all under separate control accounts; yet when 
the status of any one borrower’s indebtedness 
need be looked up, all of these accounts must 
be taken into consideration. Most concerns 
are probably now using what might be termed 
a multi-control ledger.”
A c c o u n t i n g  P r i n c i p l e s  in  L e g is la t io n  
Discussing trends in federal revenue legis­
lation at a tax  clinic in conjunction with the 
recent annual meeting of the American B ar
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Association, Roswell M agill, assistant to the 
secretary of the treasury, told of the increas­
ing acceptance of accounting principles in the 
provisions of the federal revenue act and the 
decisions.
“As courts and legislators have come to 
understand better that accountants have a rea­
sonably adequate and tested technique for ar­
riving at an accurate statement of business 
profits,” he said, “there has been a tendency 
to bring the law and practice into harmony 
with this pattern. In my judgment, this trend 
is wholly desirable. T he more nearly the in­
come subjected to tax  corresponds with the 
income determined for ordinary business pur­
poses, the less the encouragement to artificial 
transactions for tax  purposes only. W hen the 
treasury can and does accept an accountant’s 
statement of business income as not only honest 
but reasonably reflecting the taxable income 
according to accepted standards, a great source 
of endless reviews and of friction will be 
eliminated.”
C a u ses  o f  B a n k r u p t c y
W h at causes bankruptcy ?
F. H. Elwell, in an article in the W estern  
Brew ing W orld  has this to say:
“It may not be pleasant reading, but I con­
sider it very pertinent to present a statement 
of the six most common causes of bankruptcy 
as given by Judge W illiam  Clark, of Newark, 
N. J ., who made a special study of bankruptcy 
and its causes. In the order of their import­
ance, the causes are as follows:
“ 1. Failure to keep proper books of account.
“2. Negligence in applying bookkeeping facts.
“3. Diverting funds from the business for 
speculation or for extravagant living.
“4. Giving too much credit.
“5. Accepting too much credit.
“6. E rrors in judgment.
“From  my observations extending over 25 
years of public accounting practice, I can con­
cur wholeheartedly in Judge Clark’s statement.”
T h e  A c c o u n t a n t  o f  T om orrow
Accountancy in Am erica has on several oc­
casions during the past year received favor­
able comment in accountancy publications of 
England. T he Accountant, official publication 
of the Institute of Chartered Accountants in 
England and W ales, contains in its issue of 
October 20th an article entitled “The profes­
sional accountant— yesterday, today and tomor­
row .” T he author, Edw ard Furnival Jones, re­
fers thus to the profession in A m erica:
“This brings me towards the last section of 
our title— the accountant of tomorrow. Prob­
ably many of us have seen the articles and 
correspondence in T h e Accountant regarding  
the requirements of the New York stock ex­
change following discussions with the American  
Institute of Accountants— as to the certificate 
to be given by accountants relative to compa­
nies whose shares are quoted, the object being 
to make as clear as possible what it is that 
the accountants are certifying. In my opinion 
our efforts should in future be directed to 
making clearer and clearer to the public what 
our reports as auditors really mean. W e tell 
ourselves that we are not valuers and that we 
are not responsible for the mismanagement of 
the directors. Y et I suspect that in spite of 
the disillusionments of recent years large num­
bers of shareholders (and even journalists) 
believe that an unqualified report by an audit­
or means that in his opinion all the assets are 
of the value appearing on the face of the bal­
ance-sheet and that the directors of the com­
pany have been honest and wise and that all 
the employees have kept their hands from  
picking and stealing.
“W e know, of course, that frequently it nec­
essarily means much less. The report bears a 
likeness to an opinion of the proverbial cynic—  
who ‘knows the price of everything and the 
value of nothing,’ and that the balance-sheet 
may only exhibit the state of affairs by showing 
more or less completely what has become of 
the funds.
“I do not pretend that I have the skill to do 
it, but I do not think it should be beyond the 
wit of man to devise a form of report which 
would make clearer its limitations as well as 
its scope.
“The Americans, I believe, have developed 
rather more fully than we have the distinction 
between a full and a partial audit. M odern 
developments of business suggest that this dis­
tinction is bound to grow in the future. Large  
business concerns will probably extend the 
practice of having an internal audit depart­
ment which will concern itself with the control 
of details and check the honesty of employees, 
the professional auditor being concerned only 
to see that the internal system is adequate and 
is being carried out, and with the preparation  
and verification of final accounts and balance- 
sheets.”
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ACTIVITIES OF LOCAL SOCIETIES
N a t u r a l  B u s i n e s s  Y ea r  
In many instances, it has been found, 
the fiscal periods of corporations are de­
termined at the time of organization by the 
legal counsel engaged to draft charters. 
At their recent annual meeting, members 
of the Virginia Society of Public Account­
ants heard the suggestion that wider adop­
tion of the natural business year might be 
obtained by cooperation with the legal pro­
fession.
It was resolved that copies of a pam­
phlet entitled “Mr. Business M an! What 
is your natural business year?”, printed by 
the society several years ago, be sent to the 
Virginia bar association with the request 
that the advantages of establishing natural 
fiscal operating periods be drawn to the 
attention of legal practitioners for the bene­
fit of their clients, particularly those en­
gaged in organizing corporations.
C o m p e t it iv e  B id d in g  
Discussion of competitive bidding at a 
recent meeting of the Minnesota Society of 
Certified Public Accountants led to the ap­
pointment of a special committee to study 
the problem and report on a procedure by 
which the practice may be curbed.
A resolution introduced at the annual 
meeting of the Virginia Society of Public 
Accountants, intending to amend the so­
ciety’s rules of ethics by an addition pro­
hibiting members from offering or accept­
ing an offer to perform any professional ser­
vice for a flat fee fixed in advance, failed 
to pass and was returned for revision to 
the committee on advancement of the pro­
fession. The resolution was modeled after 
an agreement adopted by the Richmond 
chapter several years ago.
S c h o l a r s h ip  A w a r d s  
The Illinois Society of Certified Public 
Accountants has awarded a gold medal to 
Albert J. Simon, of Chicago, for receiving 
highest honors in the certified public ac­
countant examinations conducted in that 
state last May.
Upon advice of the state board of ac­
countancy, the Virginia Society of Public 
Accountants has awarded a medal to Fred
I. Hobbs, of Richmond, for proficiency in 
the November, 1 9 3 3 , examinations for the 
certified public accountant certificate.
C iv ic  A f f a ir s
The service which accountants can render 
in the administration of government, both 
by their advice and their active participa­
tion, is steadily gaining recognition. Re­
cently two state societies have entered into 
civic movements for reform of county gov­
ernment.
Representatives of the New York State 
Society of Certified Public Accountants 
who attended the conference on govern­
ment held at Schenectady on October 1 9 th 
and 2 0 th under the auspices of the National 
Municipal League, spoke on the problems 
of municipal accounting and finance and 
cooperated in developing a plan for the 
coordination of the efforts of various civic 
bodies to improve local government in the 
state of New York.
At their annual convention at Raleigh 
members of the North Carolina Associa­
tion of Certified Public Accountants adopt­
ed a resolution endorsing proposals to im­
prove county government in that state by 
a re-alignment of county boundaries.
St a t e  L e g is l a t io n
Officers of local societies expect that 
when the legislatures convene this winter 
bills affecting the practice of public ac­
counting will be introduced in at least fif­
teen states. A questionnaire recently sent 
by the president of the North Carolina As­
sociation of Certified Public Accountants 
to the presidents of all state societies elicited 
this and other information bearing on the 
form and administration of state accountan­
cy laws. Replies were received from thirty- 
three states. Following are a few of the 
questions and replies:
Is accountancy legislation expected at 
the next session of your legislature?
Fifteen answered in the affirmative.
Has your state board of accountancy 
taken an active part in the passage of legis­
lation ?
The replies indicated that legislation had 
usually been sponsored by the state society, 
with the board remaining passive or giving 
its approval. The board had given active 
support in only five states and had openly 
opposed legislation sponsored by the society 
in only two states.
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W hat is the attitude of non-certified ac­
countants toward proposed legislation?
Practically all replies stated that there 
has been a continuous effort by non-certi­
fied accountants to obtain legislation which 
would permit certification without examin­
ation.
W hat is the attitude of non-certified 
accountants toward the board’s adminis­
tration of the law?
It was reported that in two states the 
non-certified accountants support the ad­
ministration of the board, in six states they 
are in open opposition and in twenty-five 
they remain passive.
R e s t r ic t i v e  L e g i s l a t i o n
The committee on legislative survey of 
the New York State Society of Certified 
Public Accountants presented a compre­
hensive study of restrictive legislation for 
the accounting profession at the recent fall 
conference of the society.
While stating that it had not reached a 
point in its deliberations where it would
be prepared to submit a matured and united 
judgment on the merits of various kinds 
of legislation, the committee offered the 
following recommendations regarding any 
legislation that might be adopted:
A. The bill must be so drawn as to 
avoid any features heretofore held uncon­
stitutional and to avoid any features which 
may reasonably be expected to be uncon­
stitutional.
B. Nothing should be done to bring 
about any lowering of standards or dilution 
of the C. P. A. degree.
C. No attempt should be made to regu­
late or restrict any type of accountancy or 
similar work which is not in its nature of 
a professional, public character.
D. Any restrictive law must give con­
sideration to any existing rights of those 
who would be affected by it.
E . The definition of “public practice of 
accountancy” should be one which it would 
be practicable to enforce.
F . Ample provision should be made to 
avoid hampering the interstate practice of 
accountancy.
MEETINGS AND ELECTIONS
Arizona
Members of the Arizona Society of Certified 
Public Accountants held their annual meeting 
at Phoenix on October 26th and 27th. The ac­
countants were welcomed by Joseph E. Jenckes, 
mayor of Phoenix, and by B. B. Moeur, gov­
ernor of the state.
The opening session, at which A. W . Crane, 
the retiring president, presided, was devoted 
to the presentation and consideration of re­
ports of committees. A t the afternoon session 
of the first day E . J .  Hilkert, certified public 
accountant and attorney, spoke on “Account­
ing records as legal evidence.” This was fol­
lowed by an address by David Rubenstein, sec­
retary of the Associated General Contractors, 
on “Accounting methods for contractors.”
On October 27th, Reynold E. Blight, of Los 
Angeles, form er California franchise-tax com­
missioner, spoke on government expenditures and 
discussed the various sources of revenue for 
financing government. Other speakers w ere: H. 
Dean Campbell, professor of accounting at the 
University of Southern C alifornia; Grady  
Gammage, president of the A rizona State 
T eachers’ College; John L. Sullivan, Phoenix
attorney; Rex B. Mesny, Phoenix accountant; 
Dudley W . W indes, former superior court 
judge, and H arry  Hatcher, statistical engineer 
of the state highway department.
The following officers were elected: Arthur
C. Rogers, of Phoenix, president; Claud F . 
Harmon, of Prescott, vice-president; Daphne H. 
Latham , of Phoenix, secretary; W alter Coggan, 
of Phoenix, treasurer, and R. H. Parsons, of 
Phoenix, auditor.
Arkansas
The Arkansas Society of Certified Public A c­
countants held its annual meeting at the Albert 
Pike hotel, Little Rock, on October 26th.
T he principal address was by Edw ard E . 
Gore, of Chicago, past president of the Am eri­
can Institute of Accountants. H. W . Hennegin, 
of Little Rock, recently elected vice-president 
of the Institute, was introduced.
Discussion of “Accountants as receivers” was 
led by Caddie H. K inard, of El Dorado, and of 
“Accounting for political subdivisions,” by G. 
Russell Brown, of Little Rock.
The following officers were elected for the 
fiscal year 1934- 1935: Caddie H. K inard, 
president; G. Russell Brown, vice-president;
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F. J . Venner, of Little Rock, secretary- treas­
u re r; and the following directors— John L. 
Swofford, of Fort Smith; A. S. Fox and E . R. 
Cotham, of Little Rock, and Mannie Reinberger, 
of Pine Bluff.
District of Columbia
The quarterly meeting of the District of Co­
lumbia Institute of Certified Public Accountants 
was held at the Racquet club, W ashington, on 
October 24th.
Georgia
A dinner meeting of the Savannah chapter 
of the Georgia Society of Certified Public A c­
countants was held at the Savannah hotel on 
the evening of October 29th.
M. H. Barnes presided and introduced John 
L. Carey, secretary of the American Institute 
of Accountants who spoke on the assistance 
which the Institute was endeavoring to render 
the profession in various ways. He referred  
to the recognition which had been extended to 
professional accountants by stock exchange, in­
vestment bankers code and various federal and 
state laws and governmental departments and 
told what the Institute was doing to uphold 
technical and ethical standards in accountancy.
Massachusetts
Arthur H. Dean, New York attorney, ad­
dressed members of the Massachusetts Society 
of Certified Public Accountants on “The securi­
ties act and the securities exchange act” at a 
meeting at the Boston City club, held October 
22nd.
M r. Dean was introduced by Homer N. Sweet, 
chairman of the committee on meetings. Richard
D. Seamans, president of the society, extended 
welcome to the lawyers, bankers and business 
men who were present as guests.
It was announced at the meeting that the 
American Institute of Accountants had accepted 
the invitation of the Massachusetts society to 
hold its next annual meeting at Boston.
Minnesota
Four addresses were delivered at the Septem­
ber meeting of the Minnesota Society of Cer­
tified Public Accountants, held September 25th 
at the Midland Hills golf club.
Albert E . Larson spoke on “Court testimony 
of certified public accountants,” Lyle W . Hines 
on “Accountancy legislation for the future,” 
J .  A. Boulay on “Competitive bidding” and 
Albert G. Aschenback on “Accounting for de­
preciable assets under the 1934 revenue act.”
Discussion followed each address.
New York
The annual fall conference of the New York  
State Society of Certified Public Accountants 
was held at the W aldorf-A storia hotel, New  
York, on October 29th.
Members of the New York credit men’s asso­
ciation, the New York city conference of bank 
auditors and controllers, the Economic club of 
New York, and the controllers conference of 
the retail dry goods association, attended as 
guests of the society.
W allace B. Donham, dean of the school of 
business administration, H arvard  university, 
discussed the attempt of the federal government 
to bring about industrial recovery. Judge John 
C. Knox, of the United States district court, dis­
cussed bankruptcy procedure.
Other speakers w ere: Charles J. M axcy, chief 
of the bureau of municipal investigation and 
statistics; Henry B. Fernald, chairman of the 
society’s committee on legislative survey, and 
M orley S. W olfe, chairman of the committee 
on bankruptcy procedure.
North Carolina
The fifteenth annual meeting of the North 
Carolina Association of Certified Public A c­
countants was held at the Sir W alter hotel, 
Raleigh, October 25th, 26th and 27th. A  din­
ner in honor of past presidents was the first 
item on the program.
On the morning of October 26th the meet­
ing was called to order by W illiam  B. Stevens, 
president of the association. T he invocation 
was offered by J . Edw ard Kirbye and the Hon­
orable George Iseley, mayor of Raleigh, de­
livered an address of welcome to which M r. 
Stevens responded.
A. J .  M axwell, commissioner of revenue of 
North Carolina, delivered an address on the 
administration of the tax  laws of the state, 
at the conclusion of which there was consider­
able discussion. It was suggested that an ef­
fort be made to modify the administration of 
the state tax  laws so that it would coincide as 
fa r  as possible with the procedure of the 
United States bureau of internal revenue. M r. 
M axwell said he would be glad to have the as­
sistance of the North Carollina association in 
giving consideration to this suggestion and it 
was resolved that the president of the associa­
tion appoint a committee to study forms and
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regulations issued under the state tax laws with 
a view to amending them so that they would fol­
low the federal forms and regulations in so far  
as it might be practicable.
A t the conclusion of the morning sessions 
George G. Scott of the state revenue depart­
ment conducted the members of the association 
through the offices of the department and ex­
plained the functions of the various offices.
The afternoon session convened at 2 :30  P.M . 
and John L. Carey, secretary of the American  
Institute of Accountants was introduced. He 
spoke on the work of the Institute as an aid 
to the accountancy profession. He emphasized 
the fact that a substantial amount of physical 
equipment had been built up over a period of 
years which was at the service of the profes­
sion. He discussed organization of the various 
departments of the Institute such as the board  
of examiners, the library and bureau of in­
formation, the publishing company, publicity 
department and the employment exchange. He 
also touched on the work of important com­
mittees such as those which had been dealing 
with stock exchanges, the securities and ex­
change commission and the investment bankers 
association.
I. M. Bailey, president of the North Carolina 
state bar, w as the next speaker. He discussed 
the common problems of accountants and law ­
yers and expressed the hope that the two pro­
fessions in the state of North Carolina could 
work together in their solution. A t the con­
clusion of his address it was suggested that 
a committee of the association be appointed to 
cooperate with the state board.
The remainder of the session was devoted to 
proposed amendments to the accountancy law  
of the state. In the evening there was a ban­
quet at which Fred Moore acted as toastmaster. 
Various members and guests were introduced 
and responded briefly. T here was entertain­
ment during the meal and dancing afterwards.
A t a business session on Saturday morning, 
October 27th, Thom as P. Zum Brunnen was 
elected president of the association, George R. 
Poole, vice-president, Frank P. Buck, secretary, 
Leslie Heath, treasurer and the following di­
rectors: C. F. Delamar, E . E . Peacock, George 
R. Perrin and W . M. Russ. The discussion of 
the proposed accountancy legislation was con­
tinued.
The following resolution recommending con­
solidation of county governments in North 
Carolina was unanimously adopted:
“W hereas, county government, the focal unit 
of local government in the state of North C aro­
lina, was adopted in the 17th century to meet 
conditions many of which have either entirely 
disappeared or have become obsolete, and 
“W hereas, North Carolina has a hundred dif­
ferent counties with boundaries laid down when 
travelling time was measured by stage coach 
speed, and has a like number of county court 
houses with very much the same kind and type 
of officers and services to perform for the pub­
lic, and
“W hereas, while this present system and a r­
rangement for operating local government was 
undoubtedly necessary several decades ago, 
it has now largely outlived its usefulness, re­
sulting thereby in an extensive duplication of 
offices and record keeping as well as the funda­
mental services vital to the successful and use­
ful operation of local government, and
“W hereas, under these present conditions, en­
trenched behind local political machines and 
safeguarded by decades of public indifference, 
the taxpayer of North Carolina has and now is 
being heavily burdened with taxes that cannot 
be avoided under present conditions without a 
proportionate withdrawal of services, and
“W hereas, from our experience as certified 
public accountants with certain phases of county 
affairs, we recognize the fact that with the 
consolidation of many counties in the state of 
North Carolina, coupled with the application 
of methods now utilized by modern business 
administration, an astonishing amount of sav­
ings could be effected with nearly a correspond­
ing increase and extension of the service as may 
be needed or desirable in the future,
“Therefore, be it resolved, that it is the sense 
of the North Carolina Association of Certified 
Public Accountants, now assembled in annual 
convention, that ways and means should be 
found to relieve the present deplorable condi­
tions, and that it believes a planning commis­
sion should be appointed by the next general 
assembly to work out constructive methods look­
ing to the entire reorganization and consolida­
tion of many of the counties that represent 
local government in North Carolina.
“Be it further resolved, that a copy of the 
foregoing resolution be transmitted to Gov­
ernor J . C. B . Ehringhaus and D r. Albert 
Coates of the Institute of Government.”
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Oklahoma
The seventeenth annual meeting of the Okla­
homa Society of Certified Public Accountants 
will be held at Oklahoma City on November 
23rd and 24th. A t this meeting the society will 
elect officers and trustees for the coming year.
Texas
The nineteenth annual convention of the 
T exas Society of Certified Public Accountants 
was held at Dallas on October 12th and 13th.
Archie M. Smith, of New Orleans, a member 
of council of the American Institute of A c­
countants, made the principal address of the 
first session, speaking on “The federal securities
act and the national securities exchange act.” 
Other speakers during the meeting w e re : 
Laurence W . Robson, of England; Henry J . 
Miller, of New O rleans; Jam es A. Council, of 
W ashington, D. C .; and Charles W . Tram m ell, 
also of Washington, member of the United 
States board of tax appeals.
T . W . Leland, of College Station, was re­
elected president of the society. Others elected 
are : E . R. Burnett, of Dallas, vice-president; 
C. F. Milledge, of Houston, secretary-treasurer; 
and N. O. Richardson, of Beaumont, F . E. 
Pflughaupt, of San Antonio, J . G. Bixler, of 
El Paso, H. A. Pickens, of Fort W orth, John
B. Allred, of W ichita Falls, Frank L. W ilcox, 
of W aco, and D. R. Bonner, of Dallas, directors.
ANNOUNCEMENTS
Chandler, Murray & Chilton have an­
nounced the removal of their offices to suite 
1810-16 First Central Tower, Akron, 
Ohio.
Robert Douglas & Co., of Boston, an­
nounce the withdrawal from the partner­
ship of Harold B. Cleworth. The busi­
ness of the firm will be conducted by the 
remaining partners as heretofore.
The dissolution of the firm of Hare, 
Long & Co., of Philadelphia, by the retire­
ment of William A. Long, was announced 
recently. The practice will be continued 
at the same address, 1232 Bankers Trust 
building, under the firm name of Hare, 
Schenck Sc Co.
Thomas Y . Whittingdale, of London, 
announces his association with Patrick F. 
Robins as partner in the firm of Whitting­
dale & Robins, with offices at Manfield 
House, 376-379 Strand.
H. C. Anderson, of Washington, D. C., 
has been appointed a member of the munic­
ipal finance and industrial interests com­
mittee of the Washington board of trade.
John P. Begley, of Omaha, spoke at a 
meeting of the Knights of Columbus of 
Omaha on “Some common fallacies regard­
ing money” on September 18th.
Reynold E. Blight, of Los Angeles, ad­
dressed delegates to the recent annual con­
vention of California school trustees at 
Santa Monica on “The crisis in education.” 
Also he recently addressed members of the 
99 club and the Brotherhood luncheon club 
of Los Angeles on “Social trends.” M r. 
Blight is making a series of addresses on 
“Americanism” from radio station K M T R .
Archibald Bowman, of New York, has 
been reappointed to the committee on com­
mercial law of the Merchants’ Association 
of New York.
H. C. Daines, of Chicago, recently ad­
dressed members of the Institute for Col­
lege and University Administrative Officers 
at Chicago on “Accounting for endowment 
funds.”
Henry B. Fernald, of New York, has 
been appointed to the committee on federal 
finance of the United States chamber of 
commerce.
Edwin C. Halter, of New York, will 
serve as comptroller and chairman of the 
accounting staff of the citizens family wel­
fare committee of New York which will 
open a campaign on November 19th to 
raise $2,000,000 for relief purposes.
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Lewis Gluick, of New York, served on 
the United States cruiser Houston under 
Vice-Admiral Lanning during the first half 
of September.
William W . Johnston, of Springfield, 
Mass., has been elected treasurer of the 
Civitan club of Springfield.
Clarkson E . Lord, of M t. Vernon, 
N. Y ., has been made a trustee of the M t. 
Vernon community recovery fund.
Henry S. McCaffrey, of Philadelphia, 
delivered an address on “College as a 
preparation for business” from radio sta­
tion W L I T  as a part of the recent “Science 
and culture series” sponsored by St. 
Joseph’s college.
I. B. McGladrey, of Cedar Rapids, 
Iowa, is the author of an article on “Bud­
getary control” which appeared in the Sep­
tember issue of Credit and Financial M an­
agement.
Clyde A. Morwood, of Springfield, Mo., 
spoke on “Taxation” at a recent meeting 
of the Underwriters Association of Spring­
field, and later at a meeting of the Spring­
field Kiwanis club.
David B. Peter, of Kansas City, has re­
cently been re-elected to serve for a term 
of three years as director of school district 
No. 44, Johnson county, Kansas.
W . E. Pollard, of Rockford, Ill., is the 
author of an article on “The Illinois capital 
stock tax” appearing in the August and 
September issues of the American Ceme­
tery.
L. B. Prosnitz, of New York, spoke on 
“The future of the trade association” at a 
meeting of the Special Tool, Die and M a­
chine Shop Institute at New York on Oc­
tober 9th.
George M . Reuck, of Newark, has been 
elected president of the Newark Lions 
club.
James W . Rorrison, of Dallas, served 
on the accountants’ committee for the an­
nual meeting of the American Petroleum 
Institute at Dallas, November 14th and 
15th.
George C. Shannon, of Pittsburgh, has 
been appointed a member of a subcommittee 
of the efficiency and economy committee of 
the city of Pittsburgh.
Otto A. Shults, of Rochester, N .Y .,  has 
been elected president of the Lions club 
of Rochester.
C. I. Smith, of Green Bay, W isc., has 
been made chairman of the budget com­
mittee of the Green Bay community chest.
John W . Snider, of St. Louis, is conduct­
ing a course in the analysis of accounting 
statements given by the St. Louis chapter 
of the American Savings and Building 
and Loan Institute.
Victor H . Stempf has been made secre­
tary of the police commission of Larch- 
mont, N. Y .
Charles H . Towns, of New York, is the 
author of an article entitled “Accounting 
as a factor in government regulation of 
business,” which appeared in the October 
issue of the American Silk and Rayon 
Journal.
Lewis Wintermute, of Cleveland, Ohio, 
has accepted the position of instructor in 
professional economics at the Ohio Col­
lege of Chiropody, Cleveland.
Morley S. Wolfe, of New York, has 
been appointed to the bankruptcy law and 
prosecution committee of the New York  
credit men’s association.
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Results of Examinations
The papers of 375 candidates for the 
certified public accountant certificates who 
sat for examination on November 15th 
and 16th in states cooperating with the 
American Institute of Accountants have 
been graded by the Institute’s examiners.
The results as reported to cooperating 
state boards showed that 11 per cent of the 
candidates passed, 20 per cent were condi­
tioned in one subject and 69 per cent failed. 
In the May sessions, 21 per cent of the can­
didates passed, 19 per cent were conditioned 
and 60 per cent failed.
Candidates sat for the Institute’s stand­
ard examination in 28 states which held 
sessions this fall.
State Legislation
The committee on state legislation of 
the American Institute of Accountants en­
deavors to keep track of all bills introduced 
in state legislatures affecting the practice 
of accountancy and requests that members 
of the Institute and others forward to the 
committee any information of this charac­
ter which may come to their notice.
In 1935 all but a few of the state legis­
latures will meet either in regular or special 
session. It is expected that many new bills 
and amendments to accountancy laws will 
be introduced. Many of them will no 
doubt be considered undesirable by the state 
societies of certified public accountants and 
by the Institute. In order that informa­
tion on state accountancy legislation may 
be readily available at a central source, it 
is imperative that the Institute’s commit­
tee on state legislation be kept informed 
of all developments. Members and other 
accountants are, therefore, earnestly re­
quested to advise the secretary of the In­
stitute whenever they learn of proposed ac­
countancy legislation.
Members who actively participate in ef­
forts to obtain the enactment or amendment 
of laws affecting the practice of the pro­
fession are required so to notify the secre­
tary of the Institute under the provisions 
of rule No. 7 of the rules of professional 
conduct.
Committee Appointments
In addition to committee appointments 
announced last month, the president has ap­
pointed the following members to serve on 
committees during the current fiscal year:
C o m m it t e e  on  E d u c a tio n  
For three years
Roy B. Kester, chairman, New York.
For two years
George E. Bennett, Syracuse.
W arren W . Nissley, New York.
For one year
J. Hugh Jackson, Stanford University, Calif. 
James M. McConahey, Seattle.
Sp e c ia l  C o m m it t e e  on  C o o per a tio n  w it h  
N a t io n a l  R ec o v er y  A d m in ist r a t io n  
Wayne Kendrick, chairman, Washington, 
D . C .
Philip N. Miller, New York.
C. Oliver Wellington, New York.
Sp e c ia l  C o m m it t e e  on D e v e l o p m e n t  o f  t h e  
I n s t it u t e
John F. Forbes, chairman, San Francisco. 
Elliott Darby Adams, Knoxville.
James C. Addison, Des Moines.
A. DeWitt Alexander, San Francisco. 
William H. Ball, Detroit.
Russell S. Bogue, Tampa.
Joseph A. Boulay, Minneapolis.
Marvin Orion Carter, Memphis.
William J. Christian, Birmingham.
A. Crawford Clarkson, Columbia.
George B. Clegg, Jr., Providence.
James D. M. Crockett, Kansas City.
Robert Hall Crook, Meridian, Miss.
George T . Durham, Richmond.
Charles E. Elberson, Winston-Salem.
P. W . Fisher, Jacksonville, Fla.
J. H. Gilby, Chicago.
Louis S. Goldberg, Sioux City.
Berl G. Graham, Cincinnati,
Arden O. Grover, Duluth.
Alfred N. Hilton, Norfolk.
Joel Hunter, Jr., Atlanta.
F. S. Jacobsen, Helena.
Harold C. Jordan, Portland, Me.
Wayne Kendrick, Washington, D. C.
Elton C. Loucks, Omaha.
Harry J. Mack, Wilmington.
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Fred L. Main, New York.
William F. Marsh, Pittsburgh.
Ralph B. Mayo, Denver.
Harold A. Mock, Boston.
W alter Alexander Musgrave, Hartford. 
Herbert W . McIntosh, Portland, Ore.
Thomas Miller McIntyre, Nashville.
 J. R. Nelson, Dallas.
Lewis A. Oates, Miami.
Thomas J. O’Brien, Jr., Savannah.
Kennon Webster Parham, Raleigh.
Merrill C. Patten, Greenville, S. C.
Willis H. Plunkett, Phoenix.
Charles C. Potter, Orlando.
Abraham H. Puder, Newark.
Dick D. Quin, Jackson, Miss.
Raymond H. Rebsamen, Little Rock.
Edgar S. Reinberger, Pine Bluff.
Edward S. Rittler, New Orleans.
Lewis Sagal, New Haven.
August J. Saxer, St. Louis.
J. B. Scholefield, Los Angeles.
Adrian V. Seay, Houston.
Thomas J. Shannon, St. Paul.
Otto A. Shults, Rochester.
W alter H. Shultus, Grand Rapids.
Hugh A. Sinclair, Milwaukee.
S. Charles Steele, Fairmont, W . Va.
J. Bryan Stephenson, Albuquerque.
Frank C. Taylor, Beaumont.
Roscoe L. Thomas, Butte.
Clarence L. Turner, Philadelphia.
Ross T . W arner, Tulsa.
Robert E. W arren, Cleveland.
Luther K. Watkins, Buffalo.
Rodney D. White, Seattle.
Frank L. Wilcox, Waco.
T . Dwight Williams, Oklahoma City.
Ray G. Wood, Salt Lake City.
Ernest E. Wooden, Baltimore.
Stephen Smith Yeoman, Indianapolis.
L. Tipton Young, Louisville.
Roy B. Kester, New York, new chair­
man of the committee on education, has 
been appointed a member of the special 
committee on development of accounting 
principles. The names of other members 
of this committee appeared in the Novem­
ber B u lletin .
William O. Bartle, Houston, has been 
appointed a member of the special commit­
tee on state corporation laws, to fill a 
vacancy.
Lewis D. Byerly
Lewis B. Byerly, of Philadelphia, who 
was admitted to the Institute as a member 
in 1932, died on November 11, 1934. M r. 
Byerly was associated with the Philadel­
phia firm of John Heins & Co. for eleven 
years preceding his death. Prior to his 
entering the practice of public accounting, 
he had been employed by several industrial 
organizations of Philadelphia. He re­
ceived a certificate as a certified public ac­
countant from the state of Pennsylvania 
in 1931.
A. Allister Clark
A. Allister Clark, of Winnipeg, Mani- 
toba, a member of the Institute since No­
vember, 1933, died on November 18, 1934. 
For five years M r. Clark was a resident of 
New York, returning to his home at W in­
nipeg shortly before his death.
He was born in 1896 at Montreal and 
lived during his youth at Winnipeg, where 
he was educated. He was employed as a 
clerk for four years by an insurance com­
pany of that city, and in 1919, joined the 
local staff of Peat, Marwick, Mitchell & 
Co. In 1928 he was transferred to the 
New York office of the firm.
M r. Clark was a member of the Institute 
of Chartered Accountants of Manitoba.
George Arthur Ruhl
George Arthur Ruhl, of Baton Rouge, 
La., who was elected to membership in the 
Institute last July, died on November 11, 
1934, after a protracted illness.
M r. Ruhl was born in 1876 at La- 
Grange, Ind. He entered public account­
ancy practice in 1919. For over a year 
he was assaciated with the New Orleans 
office of Peat, Marwick, Mitchell & Co. 
In 1921 he became a partner in the firm 
of Scott & Ruhl in New Orleans, which 
was dissolved after a year. From that time 
M r. Ruhl practised individually.
He was a certified public accountant of 
Louisiana and in 1926 served as president 
of the Society of Louisiana Certified Pub­
lic Accountants.
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REPORT BY THE COUNCIL
The work of the American Institute of 
Accountants has grown to such an extent 
that it is difficult for one not wholly famil­
iar with the details to understand how 
broad is the scope of activity and how im­
portant to the accountancy profession are 
the implications of much of what is being 
done.
The council, therefore, has ordered that 
this summary of the past year’s work, as re­
flected by reports submitted at the annual 
meeting, be published for the information 
of members and associates.
Members are urged to study the reports 
themselves when they appear in the Y e a r­
book, which will be published soon. This 
summary can not include all the valuable 
material which various committees have as­
sembled, but it may afford a bird’s-eye view 
of the. program as a whole.
A c c o u n t i n g  S t a n d a r d s
The Institute has had an important part 
in several developments during the past 
year which will have a pronounced effect 
on accounting standards in this country. 
First, in the order of time, were discussions 
with the New York stock exchange, re­
sulting in endorsement by the exchange of 
several broad rules or principles of account­
ing and a standard accountant’s report or 
certificate, with which members are already 
familiar. Second, came the Institute’s par­
ticipation in drafting rules of fair practice 
for investment bankers, under N. R. A., 
which included provisions affecting account­
ing reports of issuers of securities, among 
them a requirement of annual independent 
audits so long as part of an issue shall re­
main outstanding. Third— were discus­
sions with the securities and exchange com­
mission following passage of the national 
securities and exchange act, including 
amendments to the federal securities act of 
1933. These conversations afforded an op­
portunity to urge that regulations promul­
gated by the commission be consistent, so 
far as accounting provisions were con­
cerned, with the principles adopted by the 
stock exchange and laid down in the in­
vestment bankers’ code.
A  committee of the Institute recom­
mended that the same type of financial re­
port should serve for listing of corporations 
on a securities exchange, for registration 
statements and prospectuses under the se­
curities act— and for annual reports. It was 
also recommended that there be a substan­
tial reduction of the amount of informa­
tion required by the regulations under the 
securities act in order to relieve the com­
panies of the preparation of voluminous 
statistics of little value to the investor.
As this report is written, publication of 
regulations governing registration under 
both federal acts concerning securities is 
expected at any moment. Advance state­
ments by the chairman of the securities and 
exchange commission indicate that the new 
regulations are expected to lighten the bur­
den of registration imposed on corporations 
by the old regulations under the securities 
act of 1933.
The special committee on accounting 
principles came forward with the recom­
mendation that the rules or principles en­
dorsed by the stock exchange now be offi­
cially adopted by the Institute, and the 
council on October 15th adopted them. 
In addition, the council officially recorded 
its disapproval of a not uncommon method 
of procedure, which had been the cause of 
stop-order proceedings by the federal trade 
commission under the securities act.
The rules or principles which have now 
been adopted as official expressions of the 
Institute were published in the November 
B u lletin  and will appear in the Yearbook.
E t h i c a l  S t a n d a r d s
The council expressed commendation of 
the committee on professional ethics, which 
had labored zealously and effectively in 
the maintenance of ethical standards.
The committee considered a great many 
complaints and inquiries, many, of course, 
of a minor character, but all requiring care­
ful attention. The committee had the un­
pleasant duty of filing several formal com­
plaints during the year, and the council 
sitting as a trial board considered the 
charges involving members of the Institute. 
Official reports of these cases appear else­
where.
5
Bulletin of Am erican Institu te of Accountants
The committee on ethics also submitted 
certain resolutions, which were adopted by 
the council, concerning matters of import­
ance to the profession at the present time. 
These resolutions were published in the 
November Bulletin and will appear in the 
Yearbook.
E x a m in a t io n s
The board of examiners continued to do 
its full part in the maintenance of high pro­
fessional standards.
The board devotes a great deal of time 
and thought to the continual improvement 
of the Institute’s examinations, which are 
now used by thirty-five states and terri­
tories in their C.P.A. examinations under 
the plan of cooperation. The plan has been 
altered slightly to permit states to adopt 
the Institute’s examinations without re­
quiring that the papers be submitted to the 
Institute for grading.
Last year the board also examined more 
than 250 applicants for admission to the 
Institute.
E x e c u t iv e  C o m m it t e e
At the annual meeting the council ap­
proved all the acts of the executive com­
mittee which, as usual, had ably adminis­
tered the affairs of the Institute between 
meetings of the council. Among the acts 
of the executive committee were the incor­
poration of the Benevolent Fund for the 
assistance of needy members; the publica­
tion and sale of standard bank confirma­
tion forms devised by the special commit­
tee on cooperation with bankers; the ap­
proval of briefs filed with congressional 
committees on the 1934 revenue bill and 
the securities and exchange bill; authoriza­
tion of the president to appoint new com­
mittees on development of accounting prin­
ciples, state corporation laws and federal 
corporation law. The executive commit­
tee also communicated frequently with the 
officers of the national recovery adminis­
tration with reference to proposed codes 
for accountants which had been filed by 
several bodies of accountants, but are ap­
parently having no further consideration. 
The committee gave a great deal of atten­
tion to the difficulty which American ac­
countants have encountered in entering 
Canada to discharge engagements arising in
the course of their regular practice. Under 
authority of the executive committee the 
Institute has cooperated in various ways 
with several departments of the federal 
government.
D is t r ib u t io n  o f  I n f o r m a t io n
During the past year marked progress 
was made in the distribution of informa­
tion about the Institute among account­
ants throughout the country, and in ex­
change of opinion among members of the 
profession everywhere. This was accom­
plished through various channels. Five 
special reports dealing with activities of the 
Institute were widely distributed in pamph­
let form. The special committee on de­
velopment of the Institute, consisting of 
representatives in 67 cities, was most help­
ful in increasing knowledge about the In­
stitute’s acts and purposes in their respec­
tive vicinities. Officers, council members 
and committee chairmen have attended 
more than 25 meetings of accountants in 
all parts of the country, involving many 
thousands of miles of travel. Through the 
medium of the public press the Institute has 
obtained a larger measure of public recog­
nition than ever before. Hundreds of 
newspaper and magazine items mentioning 
the Institute by name have been received 
through press-clipping services.
The Institute has been in frequent com­
munication with state societies of certified 
public accountants and early this fall it 
entered into a cooperative arrangement 
with state societies which it is hoped will 
result in even freer exchange of informa­
tion than has been possible in the past.
S t a t e  L e g is l a t io n
One of the subjects actively discussed in 
many states in recent years is restrictive 
accountancy legislation. The Institute’s 
committee on state legislation has made a 
careful study of this subject and has as­
sembled an enormous amount of informa­
tion bearing on every argument for or 
against restrictive laws. As a result of 
this study the committee has expressed the 
opinion that restrictive bills of the so-called 
two-class type are not to the best interests 
of the certified public accountant nor of the 
business public. After consideration of the 
committee’s report, copies of which are
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available in pamphlet form, the council 
adopted a resolution—recommended by the 
committee, the text of which appeared in 
the November Bulletin.
The committee on state legislation also 
made an analysis of all the accountancy 
laws now in existence and in an appendix 
to its report, which will appear in the 
Yearbook, recommended changes in the 
direction of uniformly high standards. The 
committee corresponded at length with ac­
countants in states where amendments to 
accountancy laws have been under con­
sideration and has received many expres­
sions of appreciation for its assistance.
B e n e v o l e n t  F u n d
The American Institute Benevolent 
Fund, Inc., established last year and main­
tained through voluntary subscriptions to 
extend financial aid to aged and needy mem­
bers of the Institute, has already demon­
strated that its organization was none too 
soon. During the past year the fund has 
relieved several members of extreme hard­
ships, and its record has stimulated addi­
tional contributions this year to meet the 
needs which are expected.
P u b l ic a t io n s
The Journal of Accountancy, official 
magazine of the Institute, is celebrating the 
thirtieth year of its publication with a ris­
ing circulation after the steady decline of 
the depression years. The monthly Bul­
letin, an increasingly important vehicle of 
accountancy news, is also enjoying an in­
crease in circulation.
The American Institute Publishing Co., 
Inc., continues to produce technical books 
written particularly for the professional 
public accountant, many of which would 
never find their way into print if this 
agency of publication did not exist. The 
fact that the Institute’s publishing affili­
ate will produce works of merit and value 
without regard to profit is one important 
reason why it is of peculiar benefit to the 
profession. This fact, by the way, does not 
prevent the company from operating at a 
profit, which it has done annually.
The Accounts of an Oil Company was 
an outstanding contribution of the past 
year. The Nature of Dividends is sched­
uled for early publication.
L ib r a r y
The library of the Institute, supported 
by the endowment fund, which represents 
an investment of more than $200,000, con­
tinues to render services to individual ac­
countants which frequently are of inestim­
able value. The library’s collection of 
some 14,000 books and pamphlets consti­
tutes an accumulation of matter about ac­
counting and related subjects which is un­
surpassed. The librarians answered more 
than 8,000 inquiries last year ranging all 
the way from requests for references to 
published works on certain subjects to ques­
tions involving technical problems on which 
no published matter is available. Inquiries 
of the latter type are dealt with through the 
bureau of information. Several thousand 
visitors were received in the library and 
many books and pamphlets were lent to 
members from the circulating collection.
T a x a t io n
The committee on federal legislation, 
besides filing with congress a brief con­
taining recommendations on the 1934 rev- 
nue bill, gave considerable attention to 
treasury decision 4422, dealing with com­
putation of depreciation allowances. It 
may be desirable in the near future for 
the Institute to make specific recommenda­
tions to the treasury department dealing 
with the application of the new regulations. 
T . D. 4416 has also been the subject of 
consideration, and the committee believes 
that its efforts were partly responsible for 
the acceptance by the department of qual­
ified affidavits from accountants assisting 
taxpayers in the preparation of returns.
A c c o u n t in g  P r o c e d u r e
A memorandum on treatment of foreign 
exchange in accounts of American com­
panies with foreign subsidiaries was pre­
pared by the special committee on account­
ing procedure and was published in the 
Bulletin.
C o o p e r a t io n  w i t h  B a n k e r s
The special committee on cooperation 
with bankers, acting jointly with a com­
mittee of the Robert Morris Associates, 
published for general circulation a letter 
emphasizing the importance of independent 
audits as a basis for credit.
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G o v e r n m e n t a l  A c c o u n t i n g  
A bulletin entitled “Audits of govern­
mental bodies,” prepared by the special 
committee on governmental accounting, 
was widely circulated among accountants 
and municipal officers. The special com­
mittee also cooperated actively with the 
national committee on municipal accounting 
in preparation of bulletins on principles of 
municipal accounting, bibliography of mu­
nicipal accounting and suggested procedure 
for a municipal audit, all of which have 
been published during the past year. The 
present committee is cooperating in other 
studies which are now in the course of 
preparation by the national committee.
A m e r ic a n  P e t r o l e u m  I n s t it u t e  
T he special com m ittee  on inven tories  
continued  its discussions w ith  th e  A m erican  
P etro leu m  In stitu te  on the problem  o f  
v a lu in g  inventories in  the o il industry.
N a t u r a l  B u s i n e s s  Y e a r  
A good deal of publicity in favor of 
the general adoption of natural fiscal years 
was obtained through the efforts of the 
special committee on natural business year, 
in newspapers and magazines and by means 
of circular letters to trade associations en­
gaged in the formulation of codes. A 
recommendation in favor of the natural 
year has also been submitted to the securi­
ties and exchange commission.
T e r m i n o l o g y  
Some 700 accounting terms, definitions 
of which were published in a tentative re­
port entitled “Accounting terminology” in 
1931 have been completely revised after 
nearly three years of careful study. The 
special committee on terminology employed 
a technical assistant to assist in the revision 
with funds made available by the Amer­
ican Institute of Accountants foundation. 
In addition the special committee enlisted 
the assistance of more than 100 specially 
selected members of the Institute, whose 
criticisms of the original definitions were 
of the utmost value. There remains only 
the work of reconciling differences of 
opinion among members of the special com­
mittee on specific definitions, which is now 
in progress, before copies of the revised 
manuscript may be available for final re­
view.
M e m b e r s h ip
The membership of the Institute is now 
the largest in its history. At November
15, 1934, the official figure was 2,387. 
During the past year there was a net gain 
of 143 in spite of heavy losses through 
death, resignation and non-payment of 
dues. Under the by-laws of the Institute 
members delinquent in payment of dues 
are dropped.
In view of prevailing economic condi­
tions the council resolved that initiation 
fees be refunded during the current fiscal 
year ending August 31, 1935.
P h y s ic a l  R e s o u r c e s
The physical resources of the Institute 
have grown to an impressive size. A gen­
erous endowment fund, the income of 
which has been only slightly reduced be­
cause of the depression, permits the library 
and bureau of information to carry on their 
work. The Institute owns the building 
which it occupies and therefore operates at 
a lower overhead cost than would other­
wise be the case. Recent increases in mem­
bership have naturally increased the an­
nual income from dues, out of which the 
expense of all general operations is met, 
so that the Institute has been able to in­
crease rather than curtail its services to 
members during the recent difficult years. 
A permanent staff of 20 persons, most of 
whom have been with the Institute for 
many years, enables the work to be carried 
on with a maximum of efficiency.
C o n c l u s io n
The limitation of space in a summary 
of this kind necessarily prevents the inclu­
sion of many details which might be of in­
terest. It should be borne in mind that 
this report attempts only to touch the high 
spots of the year’s work, and members are 
again urged to refer to the Yearbook for 
more complete data.
Extra copies of the Bulletin containing 
this report will be mailed to interested per­
sons upon request.
Lloyd Morey, of Urbana, has been made 
chairman of the subcommittee on termin­
ology of the national committee on muni­
cipal accounting.
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Information Needed on Natural Busi­
ness Year
The chairman of the Institute’s special 
committee on the natural business year has 
suggested publication of the following state­
ment in an effort to enlist the cooperation 
of individual members everywhere in the 
work of his committee:
“One of the effective methods of show­
ing business and other organizations the 
advantages of adopting fiscal year's which 
coincide with their natural years is that 
of direct approach by their auditors. In 
order to make an effective presentation of 
the case, the auditors need certain definite 
information. Some of the information 
which is particularly valuable for this pur­
pose can be obtained only from the books 
of account and other records of the organi­
zations concerned.
“It is suggested that such information 
can best be obtained now, if interim audit 
work is being done, and in other cases, 
within the next two or three months when 
auditors are in their clients’ offices to con­
duct regular audits.
“The information to be obtained may 
vary with different types of business, the 
time during which clients have been in 
operation, the periods for which informa­
tion is available and for other reasons. In 
many financial concerns, for example, 
monthly volume of business and seasonal 
fluctuations may be disclosed by tabulations 
of monthly balances of deposits and loans, 
instead of by tabulations of sales, produc­
tion, inventories, etc.
“The following items are presented to 
suggest the type of information which will 
be helpful in determining which organiza­
tions have seasonal fluctuations and in pre­
senting the advantages of the ‘natural busi­
ness year’ to them:
“1. Monthly sales.
“2. Monthly production.
“3. Monthly accounts-receivable bal­
ances.
“4. Monthly inventory balances.
“5. Monthly accounts-payable balances.
“6. Monthly notes-payable balances.
“7. Purpose or purposes for which ac­
counting reports (clients’ own reports and 
auditors’ reports) are to be used.
“8. Does the client use a budget?
“9. If so, what is the fiscal period for 
which the client’s budget is prepared?
“ 10. Name of client.
“ 11 . Nature of business (or other ac­
tivity).
“A tabulation for the most recent year 
would be of value. On the other hand, if 
it is practicable to obtain information for 
a number of years, including some years 
prior to 1930, more trustworthy conclusions 
can be drawn.
“It is appreciated that obtaining informa­
tion of the kind which has been outlined 
may take some time, in the busy season, for 
which the auditors can not in most cases 
ask their clients to pay. Nevertheless, such 
information is necessary in most cases to 
determine whether or not a change to a 
natural year will be actually advantageous. 
Since such changes, if they are found ad­
visable, are of considerable advantage both 
to the client and the accountant, it is be­
lieved that the latter will find it worth 
while to undertake the preliminary work.
“Information of the type outlined can 
be used advantageously by the auditors to:
“ 1. Select those clients which have a 
natural business year ending at a date other 
than December 31st.
“2. Determine the closing dates of the 
natural years of such clients.
“3. Draw conclusions for presentation 
to the client as reasons for having the fiscal 
and natural years ending on the same date.
“4. Furnish data to the Institute’s spe­
cial committee on the natural business year 
(without names of clients, but after their 
permission has been obtained) for the com­
mittee’s use in compiling information by 
industries, and obtaining other suggestions, 
which can be made available to members.
“Copies of a form which is being used 
by one firm in obtaining information as out­
lined are available, and a sample copy will 
be forwarded to any member of the Amer­
ican Institute of Accountants upon request 
addressed to the Institute at its office at 
135 Cedar street, New York, N. Y.”
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Pamphlet on Restrictive Legislation
The report of the Institute’s committee 
on state legislation, containing the resolu­
tion regarding restrictive accountancy leg­
islation which was adopted by the council 
at its meeting on October 15th, has been 
published in pamphlet form for distribution 
to members of state boards, officers of local 
societies, members of council and others. 
Copies of the pamphlet are available at 
the office of the Institute to those members 
who may wish to place them in the hands 
of interested persons.
Professional Ethics
The chairman of the committee on pro­
fessional ethics offers the following in­
formation upon the work and prospects of 
his committee:
“The magnitude of the work of the com­
mittee on professional ethics is exemplified 
by the fact that 49 new cases were before 
the committee last year in addition to 10 
cases of which disposition had not been made 
at the beginning of the year. Among the 
49 new cases, 33 were in the nature of 
formal complaints alleging violation of 
rules of professional conduct or of account­
ing principles and 16 were inquiries or re­
quests for interpretation. In the latter 
category many were concerned primarily 
with accounting principles and procedure 
rather than with points of ethics. This year 
it is hoped that many of these questions of 
accounting principles can be referred to 
the special committee on development of 
accounting principles and thus relieve the 
committee on ethics of a task which does 
not properly belong to it.
“Last year 22 cases were not closed, and 
these with three from prior years make a 
total of 25 referred to the present com­
mittee.
“While no doubt this year’s committee 
will have two or three meetings, many of 
the complaints and inquiries must be 
handled by correspondence. This involves 
an exchange of one or more letters with 
the member who prefers the charge, with 
the one accused and with the individual 
members of the committee. With such a 
volume of work in prospect it is the hope of 
the committee that it may not be compelled 
to consider complaints of minor character,
prompted possibly by grievances of a more 
or less petty nature. The committee has 
no desire to avoid any of the duties which 
attach to it, but it is of the belief that it 
can render a greater degree of service if 
its major activities can be devoted to mat­
ters which have an important bearing upon 
the standing of the profession in its rela­
tions with the business public. It is recog­
nized by the committee that cases of real 
consequence are constantly arising which re­
late solely to the professional relationship 
between members of the Institute alone. 
Of equal and perhaps greater importance, 
however, are those cases involving the re­
lationship of the profession with the public, 
in which the issue is definitely joined with 
some public interest. The committee in­
vites the cooperation of the members of 
the Institute in making the work of the 
committee effective and helpful to the en­
tire profession.”
Northern Ohio Chapter
The following officers were elected at 
the annual meeting of the Northern Ohio 
chapter of the American Institute of Ac­
countants, November 12th, which was re­
ported in the November Bulletin: Leonard 
Park, president; H. Brooke Davies, vice- 
president, and Lewis Wintermute, secre­
tary-treasurer.
A ccountancy Tw enty-five 
Y ears Ago
“T he United States is one nation, not many, 
and the tides of commerce should not be ham­
pered and restricted by state lines. Every 
business man, and every thoughtful observer, 
knows that such restrictions do now exist and 
is interested in means looking to their removal. 
T he laws respecting the formation of corpora­
tions vary widely and frequently legitimate en­
terprises are compelled to seek the advantages 
offered by the laws of another state, while at 
the other extreme are to be found other states 
whose law s afford an easy opportunity for the 
incorporation of all sorts of wildcat ventures.
“The forms of annual or other reports that 
corporations are required to render to state 
authorities, for taxation or other purposes, are 
not alike in probably any two states, and in 
many the requirements are plainly impossible.” 
The Journal of Accountancy, Dec., 1909.
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Cooperation with State Societies
To effect closer cooperation between the 
Institute and state societies of certified 
public accountants a plan has been put in 
effect which, it is hoped, will facilitate co­
ordination of the activities of members of 
the profession throughout the country.
The plan was announced to the state 
societies on September 7th. It was pointed 
out that there are at present a great many 
problems which should have the concerted 
attention of accountants everywhere and 
that there should be some means for bring­
ing the collective wisdom of the profession 
to bear on these problems. It was sug­
gested that the Institute might send to 
each state society a periodical letter con­
taining information of particular interest 
to officers or other members of state socie­
ties. Such information was described as 
follows:
1. News of national importance arising 
out of federal government activity or other­
wise.
2. Problems arising in various states 
having national or inter-state significance.
The Institute undertook to provide for 
distribution of this information and asked 
for the cooperation of all local societies. It 
was suggested that special committees of the 
state societies be appointed and charged 
with the duty of keeping the Institute cur­
rently informed on professional affairs in 
the various states.
A number of societies proceeded im­
mediately to make the necessary appoint­
ments. Others indicated that the appoint­
ments would be made shortly.
The first special letter to state societies 
was mailed by the Institute on December
3rd. It contained discussion of the possi­
ble enactment of a federal corporation law 
and possible new federal taxation leg­
islation, and it invited expressions of opinion 
on these matters. A plan for purchase of 
office supplies by a state society was also 
described.
The letter was mailed to the president 
and secretary of each state society and, in 
the case of societies which have appointed 
committees, to the members of that com­
mittee.
Following are the states in which the 
accredited societies have already made ar­
rangements to cooperate in this plan:
Alabama
Georgia
Illinois
Iowa
Louisiana
Maryland
Massachusetts
Michigan
Nebraska
New Jersey
New Mexico
North Carolina
Ohio
Pennsylvania 
Rhode Island 
Texas 
Utah
Washington
Wisconsin
Wyoming
Other societies have authorized the ap­
pointment of committees. In some instances 
the matter has been referred to incoming 
administrations with a recommendation for 
favorable action.
Convention of National Association 
of Securities Commissioners
The American Institute of Accountants 
was represented at the annual convention 
of the National Association of Securities 
Commissioners at New Orleans, Novem­
ber 12th, 13th and 14th, by Archie M. 
Smith, a member of the council.
The association heard addresses on re­
cent legislation governing the marketing of 
securities, among them the following:
“Investment banking under modern con­
ditions,” by Ralph T . Crane, president of 
the Investment Bankers Association.
“Stock exchange supervision,” by James 
M. Landis, member of the securities and 
exchange commission.
“Federal regulation of securities,” by 
Baldwin B. Bane, executive administrator 
of the securities and exchange commission.
“Securities markets and exchanges,” by 
William A. Lockwood, of the New York 
curb exchange.
Mr. Smith was introduced to the gather­
ing and responded briefly, saying that the 
Institute stood ready to cooperate with 
securities commissioners in consideration of 
matters affecting accounting.
11
Bulletin of Am erican Institu te of Accountants
Institutional Accounting
The first topic on the program of round­
table discussions held on October 17th 
during the annual meeting of the Institute 
at Chicago was institutional accounting. 
The discussion, under the chairmanship of 
Eric L. Kohler, of Chicago, was led by
H. C. Daines, assistant comptroller and 
associate professor of accounting at the 
University of Chicago. The purpose of 
the discussion was to bring out the distinc­
tion between institutional accounting and 
accounting for general business activities.
The following is not a complete report­
ing of the discussion, but rather a para­
phrasing of the significant contributions of 
the principal speakers. In introducing the 
subject, Mr. Daines said:
Accounting for non-profit enterprises or in­
stitutions should be in accordance with the gen­
erally accepted principles for business account­
ing except where it can be shown that the 
conditions are so different that they warrant 
a difference in purpose, objective and presenta­
tion. . . .
 Business accounting has been largely deter­
mined by profit considerations, and particularly 
by the decisions of courts with reference to 
what are profits that are legally available for 
dividends. . . .  In institutional accounting no 
such considerations need be had. An institu­
tion is a non-profit enterprise, and therefore 
its method of determining its income can be 
quite different from that of business accounting 
if  the conditions warrant. . . .
Institutions are holders of funds which are 
accounting entities in themselves and institu­
tional accounting must account for each of 
these as entities and for the financial affairs of 
the institution as a whole. Therefore, institu­
tional accountants have devised balance-sheets 
which differ greatly from the usual commercial 
balance-sheet. Assets are arranged in terms of 
funds rather than in terms of liquidity or in the 
order of assets, liabilities and proprietorship.
It is regarded as good practice in institu­
tional accounting to disregard depreciation on 
plant assets. Where, however, endowment 
funds hold real estate, which is a wasting as­
set, their depreciation must be provided to 
maintain the principal of the fund.
W ith educational equipment it is general 
practice to charge all replacements as an oper­
ating expense. W hen an institution operates 
a business enterprise of some kind, such as a 
printing plant, it may be desirable to set up 
an accounting for that enterprise which would 
show its profit and loss as it might be shown 
were it an independent enterprise, in which 
case depreciation should be provided for.
An important question in institutional ac­
counting is involved in the transfer of invest­
ments from one fund to another. Should it be 
on the basis of book or market value? In ac­
counting for business, book value would be 
considered the proper basis for the transfer, 
but in the case of institutions, where the equity 
of each individual fund must be considered, 
market value may be considered the proper 
basis. This introduces the problem of increas­
ing and decreasing the total assets of the 
institution by mere transfer of securities and 
investments between funds.
Lloyd Morey, chairman of the national 
committee on standard reports for institu­
tions of higher learning, said:
W ith respect to the balance-sheet, asid& 
from the importance of segregating assets and 
obligations as they exist among the different 
funds and fund groups, one of the significant 
features is that the present value of assets is 
not a matter of particular significance in in­
stitutional accounting. T he great majority of 
securities and investments owned by an insti­
tution belong to endowment funds. The  
investment of such funds is usually on a 
long-time basis. Consequently, while it is of 
internal interest to know the market value  
of securities from time to time, for balance- 
sheet purposes it is not vital and essential to 
readjust those to current values periodically. 
The principal of an endowment fund should 
not be written up or down unless there has 
been an actual profit or loss through the dis­
position of some part of the securities. . . .
It. is entirely possible to determine the actual 
cost of operating and maintaining an institu­
tion, including all elements of cost, such as 
allocation of depreciation to each successive 
year. The national committee on standard re­
ports for institutions of higher education w ill 
shortly publish a volume containing an outline 
of procedure for cost accounting in an insti­
tution, including the proper allocation not only 
of depreciation but all current expenditures to 
each department of the institution, and a re­
sulting estimate, at least, of the per capita or 
unit expense of the institution.
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Treasury Department Practice Reg­
ulations
'The revised regulations governing prac­
tice of accountants and others before the 
United States treasury department, prom­
ulgated as circular No. 230 on October
1st, have been widely discussed in the ac­
counting profession. Comment has been 
generally favorable and criticism directed 
only at a few particular clauses.
It is understood that the purpose of the 
revision was to eliminate wherever possible 
unethical and incompetent practitioners. 
In particular it was planned to set forth in 
more detail the causes for disbarment.
These purposes are reflected in the pub­
lished regulations. The necessary qualifi­
cations for enrolment remain generally the 
same as set by the earlier regulations. 
Licensed attorneys and certified public ac­
countants are recognized and all others are 
required to present convincing evidence that 
they possess the essential educational back­
ground, technical knowledge and ability. 
The new regulations also list specific rea­
sons for which enrolment may be denied.
Whereas the regulations had previously 
listed only 18 causes for disbarment, they 
now list 58. The additions are largely 
particularizations of more general rules of 
former regulations. Greater emphasis is 
placed on negligence in the preparation of 
statements, which had previously been cov­
ered in one general rule. A new rule, de­
signed to prevent a practice about which 
there has been considerable complaint, is as 
follows:
“Soliciting employment by advising a person 
not already a client, or by having another per­
son advise him, that he has a meritorius claim 
against the government or a meritorius de­
fense to a liability asserted by the government. 
The foregoing shall in no case apply to advice 
given in response to a request for an opinion.”
The following rule has caused wide com­
ment:
“Becoming or being, after the effective date 
of these regulations, a member of a partnership 
in which any member is an unenrolled person 
who is neither an attorney, a certified public 
accountant, nor a public accountant: Provided, 
that an attorney or agent who is a member 
of such a partnership on the date these regu­
lations become effective shall have 60 days 
from said effective date in which to terminate 
such connection.”
The following paragraph has also re­
ceived particular attention:
“Every enrolled attorney or agent practising 
as an individual shall use his legal name in the 
conduct of his practice; the term ‘company,' 
‘associates,’ or language of similar import shall 
be used only by a bona fide partnership con­
sisting of two or more members, and all sta­
tionery, advertisements and announcements o f  
enrolled persons shall conform to the princi­
ples herein stated.”
The regulations go into more detailed 
discussion of contingent fees than before, 
stating the circumstances in which they 
are permitted and requiring the filing of 
statements setting forth the basis of such 
contracts. They provide, in part, as fol­
lows :
“The department recognizes the propriety 
of making the payment of a fee contingent 
upon success in saving the client from addi­
tional taxes or in recovering a refund, where 
the financial status of the client is such that 
otherwise he would be unable to obtain the 
services of an attorney or agent and the client 
desires that the compensation of his attorney 
or agent be determined on that basis, but no 
contingent fee shall be estimated solely on a 
percentage of the amount recovered or saved  
for the client. A  fee payable on a contingent 
basis shall in no case exceed double the amount 
which would otherwise be deemed reasonable.
“Contingent fees will be recognized as proper 
by the treasury department only in cases whose 
settlement involves litigation or extended nego­
tiations with officials of the department, requir­
ing preparation of briefs, conferences, the 
preparation and presentation of accounting data 
and analysis, or similar service.”
A study of the members and associates 
admitted to the Institute during the year 
1933-1934 shows that of a gross total of
234, 77 were from the eastern states, 64 
from the southern states, 60 from the mid­
dle western and 33 from the far western.
A total of thirty-two states are repre­
sented in the new members admitted during 
this period.
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ACTIVITIES OF LOCAL SOCIETIES
P r o f e s s i o n a l  A d v a n c e m e n t
T h e  survey committee of the N ew  Y o rk  
State Society of Certified Public Account­
ants, after a broad preliminary study of 
methods by which the interests of account­
ants individually and societies of account­
ants may be furthered, has selected one hun­
dred representative members and submitted 
to them the follow ing questionnaire:
“ 1 . D o  you know any specific trade or 
business that does not extensively employ 
certified public accountants in the auditing 
o f their books and the preparation of their 
statements ?
“ 2. D o  you know of any trades that re­
quire the preparation of figures or statisti­
cal records for trade or governmental pur­
poses that are not prepared by certified 
public accountants and could be compiled 
better by them?
“ 3. D o  you in your practice have any 
specific cases wherein governmental em­
ployees or tax agents prepare income-tax 
returns, thus depriving you of an income 
from your clientele?
“ 4. T h rough  your practice, do you find 
that your clientele w ould agree and ap­
prove of a state law  whereby audits by 
certified public accountants must be made 
for the benefit of stockholders if the cor­
poration has over $100,000 capital?
“ 5. Does your relationship w ith  your 
clients show a greater trend towards 
monthly audits than previously?”
S e r v i c e  D e v e l o p m e n t
T h e  service development committee of 
the Los Angeles chapter of the C alifornia 
State Society of Certified Public Account­
ants recently circulated a questionnaire 
whose general purpose is indicated in the 
follow ing quotation from its covering let­
ter:
“ T h e  committee believes that the gen­
eral objective can be worked out effectively 
by means of tw o steps:
“ 1. C learer definition of the types of 
specialization occurring in or inherent in 
public accounting practice, and
“ 2. A  sorting out and recognition within 
the profession of those accountants in local 
practice w ho can now qualify or who wish
later to qualify as admitted specialists in 
specific fields.
“ A s a general approach, the committee 
hands you herewith a questionnaire to as­
certain from you as a chapter member ( 1 )  
your opinion as to the most desirable or 
essential phases of specialization by types 
of service and by types of business and (2) 
the extent to which you or members of 
your organization are w illin g to participate. 
“ Y o u  are requested to do as follow s:
“ 1. Indicate on the questionnaire addi­
tional fields of specialization in which you 
are particularly interested.
“ 2. Indicate yourself or some member 
of your organization whom you know as
(a) qualified, and
(b) w illin g to assume the leadership 
of a group to be organized as a specialty 
discussion and study class, stating the 
selected type of service or classification 
of business.
“ 3. Indicate (w ith  names) yourself and 
members of your organization as w illin g  
to join such discussion groups for the pur­
pose of developing within yourselves addi­
tional specialized knowledge, indicating 
further w hat specialties are desired.
S t a t e  L e g i s l a t i o n
T h e  O hio Society of Certified Public 
Accountants, preparing to defend the ac­
countancy laws of the state from undesir­
able amendment, has adopted a departure 
from the usual in appointing a committee 
on legislation. It  was announced in the 
Novem ber Bulletin of the society, as fol­
lows :
“ A t  the fa ll meeting of the society held 
in Cincinnati the suggestion was made that 
every member be requested to serve on the 
legislation committee. T h is  was a splendid 
idea because, the society having been noti­
fied that the public accountants intend to 
introduce at the coming legislature another 
bill which includes a waiver, it w ill require 
our combined efforts to prevent the enact­
ment of this measure. Therefore, you are 
hereby appointed to this important com­
mittee and you are urged to assume this 
responsibility and to stand ready to contact 
your state legislators at the proper time.”
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MEETINGS A N D  ELECTIONS
California
The Los Angeles chapter of the California 
State Society of Certified Public Accountants 
met on November 19th at the Elk’s Temple for 
discussion of various economic and accounting 
subjects.
The principal speaker was E. W . Ellis, eco­
nomic and financial consultant. His subject 
was “Price policy of the administration in­
volving inflation, managed currency, gold basis 
and government purchases of gold and silver.” 
His address was followed by round-table dis­
cussion.
Myron J. Boedecker w as in charge of the 
month’s discussion of current events. J. C. 
Thomson reported on a recent special investi­
gation of market conditions in a garment- 
manufacturing industry.
The chapter met recently with the Los 
Angeles chapter of the National Association of 
Cost Accountants. The principal speaker was 
Eric A. Camman, president of the national 
association, who discussed “The effect of 
N. I. R. A. on cost accounting and standard 
costs.” Mr. Camman distributed a mimeo­
graphed form on which was outlined a basic 
budget for an industry, illustrating the points 
brought forward in his address.
Mr. Camman w as introduced by Stuart C. 
McLeod, national secretary of the association.
Connecticut
Members of the Connecticut Society of Cer­
tified Public Accountants, meeting on Novem ­
ber 23rd at New Haven, heard W alter A. 
Staub, president of the New York State Society 
of Certified Public Accountants, speak on “T he  
new federal income-tax law s.” Frank Novaro, 
of New Haven, was in charge of arrangements 
for the meeting.
Georgia
The board of directors of the Georgia 
Society of Certified Public Accountants met 
on November 23rd with a group of Macon 
members to lay plans for the reorganization 
of the local chapter of the society.
Those present included: R. L. Holland, presi­
dent of the state society; George C. Baird, 
W . J. Carter, N. H. Cann and H. F. Meyer,
members of the board; T . E. W illiam s, Jr., 
L. E. Campbell, Brooks Geoghegan, Truman 
W . Clifton, J. B. Meyer, Howard Bivins, Sid­
ney Backer and R. W . Gober.
It w as planned to effect formal reorganiza­
tion at a meeting in December.
Massachusetts
The third meeting of the season of the M assa­
chusetts Society of Certified Public Account­
ants was held at the Boston chamber of com­
merce building on November 26th. Richard D. 
Seamans, president of the society, appointed 
Earle M. French chairman of the meeting and 
leader of discussion.
The principal speaker was Malcolm P. M c­
Nair, professor of marketing and managing 
director of the bureau of business research at 
the Harvard graduate school of business ad­
ministration. He spoke on department-store 
accounting. Before his address copies of 
model balance-sheets and profit-and-loss state­
ments designed for use by department stores 
were distributed.
New Jersey
T w o addresses by prominent educators were 
heard by members of the New Jersey Society 
of Certified Public Accountants at their regu­
lar monthly meeting at the Downtown club, 
Newark, on November 8th.
Arthur S. Dewing, of the graduate school 
of business administration, Harvard Uni­
versity, spoke on “T he changing postulate of 
accounting theory,” in which he reviewed the 
various theories of valuation.
Inflation and devaluation of the currency 
were discussed by W alter E. Spahr, chairman 
of the department of economics at New York 
University, in an address entitled “The cur­
rency situation and business conditions.” He 
compared present conditions with other periods 
of financial stress in the United States and for­
eign countries and indicated how present poli­
cies are likely to affect the chances of recovery.
Philip S. Suffern, president of the society, 
presided. It was announced that a placque 
in memory of the late Joseph C. Myer had been 
placed in the library of St. John’s college, 
Brooklyn.
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Oklahoma
T he annual meeting of the Oklahoma Society 
of Certified Public Accountants was held at 
Oklahoma City on November 23rd and 24th.
The first business session was opened by 
George F. Winters, the retiring president. Re­
ports were presented by the presidents of the 
society’s chapters and by the state officers. In 
the afternoon of the 23rd, two addresses were 
delivered. W . L. Clark spoke on “Administra­
tive simplification of the Oklahoma income 
tax” and J. A. Padon on “Accountants’ certifi­
cates.”
On November 24th, M axwell M. Mahany, 
of Oklahoma City, discussed technical prob­
lems in the administration of state and federal 
tax statutes, and Elmo Thompson, president of 
the Tulsa chamber of commerce, spoke on 
“Business and accountants.”
The following officers were elected: Thomas
F. Carey, of Oklahoma City, president; Virgil
G. T illy, of Tulsa, treasurer, and Albert W. 
Cory, of Oklahoma City, secretary.
Pennsylvania
P h il a d e l p h ia
T he Philadelphia chapter of the Pennsylvania 
Institute of Certified Public Accountants held a
joint meeting with the Philadelphia chapter of 
the Robert Morris Associates at the M anufac­
turers and Bankers club, November 21st.
Philip F. Gray, national chairman of the 
Robert Morris Associates’ committee on co­
operation with public accountants, was the 
guest speaker. He discussed “The income ac­
count for credit purposes.”
A  prepared list of questions on accounting 
procedure, offered by the Robert Morris A s­
sociates, was answered by accountants and con­
siderable discussion accompanied the study of 
each problem.
Tennessee
At a recent meeting of the Knoxville chapter 
of the Tennessee Society of Certified Public 
Accountants it was voted to draft recommenda­
tions for a centralized accounting and bud- 
getary-control system for all governmental 
units within the state having a population 
above a fixed minimum. Action was taken 
after a proposal that the chapter support 
recommendations of the Tennessee taxpayers 
association that such a system be provided in 
Knox county.
At this meeting B. A. Timmons addressed the 
members on “Changes in the 1934 revenue act 
as compared to prior acts.”
ANNOUNCEM ENTS
R. J. Allison and R. W. Paulsen, form­
erly of the firm of Allison, Paulsen & Bell, 
Davenport, have announced that they will 
continue practice under their individual 
names at 716 and 717 Kahl building, re­
spectively.
Hood & Strong announce the removal of 
their offices to 1720 Shell building, 100 
Bush street, San Francisco.
C. W . Ostertag has announced the re­
moval of his offices to 22 East 40th street, 
New York.
The Berlin office of Price, Waterhouse 
& Co. has announced the admission of 
Willem Voors to partnership in the firm.
H. V. Robertson & Co. announce the re­
moval of their offices to suite No. 914, 
Oliver-Eakle building, Amarillo, Texas.
Temple, Brissman & Co., of St. Paul, 
have announced the retirement of Lorenz 
A. Ristau as a partner. Mr. Ristau has 
announced the opening of offices in the 
First National Bank building, Mason City, 
Iowa.
Joseph A. Boulay, of Minneapolis, is 
chairman of the committee on taxation and 
governmental expenditures of the Minne­
apolis junior association of commerce.
J. Chester Crandell, of Boston, ad­
dressed the annual conference of New Eng­
land State Tax Officials Association at 
New Haven on November 16th on “Sug­
gestions for improving tax forms.”
I. B. McGladrey, of Cedar Rapids, re­
cently addressed the Cedar Rapids asso­
ciation of credit men on “Uses and abuses 
of credit.”
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Registration of Corporations under 
Securities Exchange Act of 1934
The securities and exchange commission 
has recently released form 10, accompanied 
by an instruction book, for business corpo­
rations—having securities previously listed 
upon a national securities exchange—which 
must now apply for permanent registration 
under section 12 (b) of the securities ex­
change act of 1934. As stated in the re­
lease to the newspapers, “In drafting the 
new requirements, the commission has at­
tempted to secure for the investor the 
maximum amount of pertinent information 
succinctly and clearly expressed, while 
burdening the corporation to the least pos­
sible extent.”
The financial statements required are 
those for December 31 , 1934, or the first 
annual closing date subsequent thereto. It 
is expected that the requirements of form 
10 and the accompanying instruction book 
will influence the form of annual reports 
to stockholders for fiscal years ending De­
cember 31 , 1934, and later dates. These 
requirements will affect, not only the com­
panies at present listed on a national se­
curities exchange to which they directly 
apply, but also other corporations with 
many stockholders, which will naturally 
wish to adhere to recognized high stand­
ards.
Shortly after its organization, following 
the passage of the securities exchange act 
of 1934, the commission requested coopera­
tion of professional accountants in drafting 
regulations to carry out the purposes of 
the act. A special committee of the In­
stitute was appointed by the president and, 
with the addition of two representatives 
of the American Society of Certified Public 
Accountants, the joint committee of the two 
national bodies prepared a report submitted 
under date of August 3, 1934.
In preparation for this report the com­
mittee made a detailed review of the se­
curities exchange act of 1934, the securi­
ties act of 1933 and the regulations previ­
ously promulgated under the securities 
act. The committee suggested that the 
same type of financial report serve for list­
ing of corporations on a securities exchange,
for registration statements and prospectuses 
under the securities act and for annual 
reports. It also recommended that there 
be a very substantial reduction of the in­
formation required by the regulations 
under the securities act to relieve the com­
panies from the preparation of a mass of 
statistics of little value to the investor.
While this report was submitted to the 
commission under date of August 3, 1934, 
it has not been made public or distributed 
to members of the Institute, inasmuch as 
the regulations under the securities ex­
change act of 1934 were still being given 
consideration by the commission.
The text of the report follows: 
G e n t l e m e n  :
In accordance with your request at a meeting 
on July 19th, we, the undersigned, were ap­
pointed a committee representing the two na­
tional bodies of independent public accountants, 
the American Institute of Accountants and the 
American Society of Certified Public Account­
ants. This committee has given attention to 
those features of the securities exchange act 
of 1934 and the securities act of 1933, as 
amended, which particularly affect the prepara­
tion and use of financial statements. W e now  
have the honor to submit the report which ac­
companies this letter.
You requested that our report be presented 
to you as soon as possible after the meeting 
of July 19th; consequently the report is sent 
you without awaiting formal aproval by 
the governing bodies of our profession. The  
suggestions are, therefore, those of this com­
mittee, based on the experience of its members 
with financial statements for registration under 
the securities act of 1933, for listing applica­
tions for various exchanges and for annual re­
ports of corporations.
The purpose of the financial statements re­
quired by the acts is to help the investor, and 
we believe that this can best be accomplished 
by demanding only material information and 
permitting flexibility in the form and content 
of financial statements.
We see no reason why, with slight varia­
tions, the same type of financial reports should 
not serve for listing, for registration and 
prospectuses under the securities act and for
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annual reports. This would, however, be im­
possible if the commission should ask for any­
thing like the amount of information now 
required for registration under the securities 
act. It would be impracticable for corporations 
of large size to furnish such information 
promptly. Furthermore, if companies are com­
pelled by regulation to force on an investor a 
mass of statistics which he can not understand 
we believe that the purposes of the acts may 
be defeated.
We, therefore, strongly recommend that, so 
far as financial reports under the securities 
exchange act are concerned, the instructions 
call only for balance-sheets and statements of 
income, of surplus and of reserves, prepared 
in the form and detail which the management 
and the independent accountants believe fairly 
present the financial condition and operating 
results of the corporation. These financial re­
ports should be accompanied by a concise state­
ment by the corporation as to the major ac­
counting principles and practices followed dur­
ing the period under review and any changes 
in such principles and practices since the pre­
ceding year.
We also recommend that similar require­
ments govern the preparation of financial in­
formation under the securities act and that at 
the same time the instructions already issued 
under that act be modified accordingly.
Whether the policies adopted by the com­
mission shall be in accord with our recom­
mendations or not, we trust that we shall have 
an opportunity to cooperate with you in draft­
ing rules and regulations and in any other 
ways in which our profession can be of ser­
vice.
We request that this report be received as 
merely the first step in the cooperative assist­
ance we desire to render to the commission 
in its administration of the acts.
Respectfully submitted,
C . O l i v e r  W e l l i n g t o n ,  
Chairman.
S a m u e l  J .  B road,
J a m e s  F . H u g h e s ,
J o s e p h  J .  K l e in ,
P a u l  K . K n ig h t ,
P h il ip  N . M il l e r ,
R o d n e y  F . St a r k e y , 
A n d r e w  St e w a r t ,
H o m er  N . Sw e e t ,
R e p o r t  o f  C o m m it te e  o f  A c c o u n t a n t s  
T he securities exchange act of 1934 requires 
that, for the protection of investors, each 
corporation desiring the privilege of listing on 
a national securities exchange shall furnish, 
at the outset, financial statements and other 
information regarding its affairs and that, 
thereafter, it shall file such annual and quar­
terly reports as the commission may prescribe. 
In addition, should a corporation desire to 
offer a new issue of securities it is required 
under the securities act of 1933 (except for 
the exemptions under the act) to file at that 
time financial statements and other information 
required by the act.
In considering what recommendations we 
should made to the commission to carry out the 
purposes of these acts so far as financial state­
ments are concerned, we have endeavored to 
keep in mind the rights of the investor, the 
duties of the issuer and the responsibilities of 
the commission. T his has involved considera­
tion of the scope of the information that would 
be of value to an investor, as well as the prac­
ticability of furnishing such information. The  
results of these deliberations are condensed in 
the pages which follow, in which, for con­
venience, the subject matter is classified under 
the follow ing headings:
Scope of information
Uniformity of accounting practices and forms
Requirements for financial statements
Education of investors
Quarterly reports
Natural business years
Summary of recommendations
S cope  o f  I n f o r m a t i o n  
W e recommend that financial statements re­
quired by the acts, in order that they may be 
best adapted for presentation to investors,
(1) Contain such information as is necessary
fairly to present, in accordance with  
accepted accounting principles, the 
financial condition and operating re­
sults.
(2) Exclude unnecessary matters and details
which tend to obscure the important 
facts.
T o accomplish these objectives, flexibility in 
the form and content of the statements must 
be permitted. The substance, not the form, is 
important. Rigid regulations which attempt to
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cover all cases tend to stress the form and 
sacrifice substance and inevitably result in an 
excess of detail. The liabilities under the acts 
and the powers of the commission, rather than 
elaborate regulations, should be the means of 
procuring adequate disclosure. We believe that 
it is possible to formulate simple regulations 
which will meet the specific requirements of the 
acts and will not impose an unreasonable 
burden upon reporting companies.
Historical information, a great deal of which 
is required under the present instructions for 
administration of the securities act, is ex­
tremely burdensome to prepare and in the 
majority of cases is of no value to investors. 
We urge that the extent to which historical in­
formation shall be included be left to the dis­
cretion of the management and the independent 
accountants.
Apart from the volume of the information 
required, it is of importance that the financial 
statements be presented in simple form. So 
far as possible, in all significant matters they 
should be complete in themselves without ref­
erence to supplemental schedules.
U n if o r m it y  o f  A c c o u n t in g  P ra c tices  a n d  
F o rm s
The members of the commission asked our 
opinion on the desirability and practicability 
of bringing about uniformity in accounting 
practices, either for industry as a whole or 
for particular branches of industry. We feel 
that the importance of uniformity has been 
greatly over-emphasized. It may be more mis­
leading than informative.
Any attempt at uniformity should be limited 
to a few general principles so broadly stated 
that they will permit wide variations in appli­
cation to meet different conditions. Certain 
general principles of accounting are now com­
monly accepted, but such principles are flexible 
and must frequently be modified in practice. 
The management and the independent account­
ants should be free to apply principles in the 
manner best adapted to the conditions prevail­
ing, so that the statements shall not be mis­
leading. We recommend that the commission 
postpone formulation of any principles until 
it shall have had opportunity to study the 
financial statements and accompanying declara­
tions of accounting principles and practices 
which we are recommending be filed by re­
porting corporations.
On the other hand, the application of con­
sistent practice to the accounts of a corporation 
in successive years is of prime importance. 
We recommend that the practice of each corpo­
ration be disclosed and any change in practice 
from preceding years be clearly stated. This 
is most important in the case of income state­
ments, because investors generally estimate the 
value of an investment by using a multiple of 
the earnings. In making such estimate, they 
should be informed as to the earnings and 
charges which are of an extraordinary nature. 
A proper classification of earnings and a sim­
ilar classification in successive years are, there­
fore, necessary.
We recommend that the commission do not 
attempt to adopt any standardized forms of 
financial statements. Such forms will force 
corporations to fit their statements into a pre­
scribed mould, although the presentation of 
their statements in this manner may not be 
truly informative. Rigidity of form may well 
defeat its own purpose by placing undue stress 
on items which may be immaterial for a par­
ticular company, while minimizing other items 
which, in the peculiar circumstances, may be 
relatively important.
R e q u ir e m e n t s  for  F in a n c ia l  St a t e m e n t s
We recommend that the financial statements 
required should consist of (a) a balance-sheet 
in comparative form; (b) an income statement 
in comparative form; (c) a surplus statement; 
(d) a statement of changes in reserves; (e) 
a concise statement by the corporation as to 
the major accounting principles and practices 
followed during the period under review and 
any changes in such principles and practices 
since the preceding year; (f) similar statements 
for subsidiaries or consolidated statements, 
whichever will more clearly set forth the es­
sential facts.
As previously stated, we recommend that no 
set forms be prescribed but that statements be 
accepted in the form and detail which, in the 
opinion of the management and the independent 
accountants, fairly present the financial condi­
tion and operating results of the corporation. 
We further recommend that neither rigid in­
structions nor questionnaires be issued, but that 
the commission adopt general regulations as 
guiding principles for the preparation of finan­
cial statements. We recommend that such gen­
eral regulations be substantially as follows:
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(a) T h a t the balance-sheets be prepared to 
present as c learly  as practicable:
1. T h e  basis on which the principal assets 
on the balance-sheet are stated.
2. A  reasonable classification and adequate 
description o f the substantial items of the 
balance-sheet, so as to display significant 
facts.
(b) T h a t  the income statement show a rea­
sonable classification o f the source of in­
come and the nature o f expenses; that 
operating income be distinguished from 
non-operating income; and that substantial 
extraordinary income or charges, whether 
o f a recurring or non-recurring nature, be 
disclosed and described.
(c) T h a t the surplus statement and the 
analysis o f changes in reserves show suit­
able segregation according to the classes 
o f the surplus or reserves and the char­
acter of the respective charges and credits, 
not including either analysis or segregation 
o f surplus or reserves prior to the period 
covered by the financial statements.
T h e  regulations under the securities act of 
1933 should be modified so that the require­
ments m ay be the same as those outlined, with 
the addition of such other inform ation as is 
specifically required by schedule A  of the act.
E d u c a t io n  o f  I n v e st o r s
W e  believe that, by adding force and author­
ity to efforts already made by accountants, the 
commission can render valuable service to the 
public by helping investors to understand the 
significance o f financial statements.
Investors relying upon financial statements 
should know that such statements reflect a 
combination o f personal judgments, accounting 
conventions and recorded facts. Judgments 
and conventions have an important effect on 
the construction and presentation o f financial 
statements. T h e  soundness o f the judgments 
necessarily depends on the competence and in­
tegrity o f those who make them. One o f the 
important accounting conventions is that the 
balance-sheet of a going concern shall be pre­
pared on the assumption that the concern w ill 
continue in business. Plant assets, permanent 
investments and intangibles are usually stated 
at cost or on some other historical basis w ith­
out regard to realizable or replacement value. 
A ssets such as inventories and accounts re­
ceivable are commonly stated at their estimated
value in the ordinary course o f the continuing 
business, which is usually greater than the rea l­
izable value in forced liquidation. Cash and 
readily  m arketable securities are custom arily 
stated at value which do not depend upon con­
tinuance of the business. In sharp contrast 
are the nominal assets, such as unam ortized 
discount and other deferred charges, the value 
of which w ould almost entirely disappear if 
the concern w ere to go out o f business.
T h e  investor should also understand that re­
ports of earnings of industrial enterprises for 
a single year or shorter periods are o f limited 
significance because they m ay be disproportion­
ately affected by transitory influences. F air 
conclusions as to past earning pow er can not 
be draw n without comparison of the profits over 
a period of years.
Finally, the investor when considering the 
record o f earnings and the latest balance-sheet 
should remember that the future value o f his 
investment depends in large  measure on factors 
which can not be shown in financial statements. 
A m ong these factors are the ability of the 
management and the effect o f changes in tech­
nical processes, shifting markets, tariffs and 
taxation on the plant, product and sales o f 
the corporation. A n y  one o f these human or 
physical or economic factors m ay throw the 
concern into difficulties or m aterially alter its 
financial condition and earning capacity.
Q u a r t e r l y  R e po r t s
A s requested at the meeting o f July 19th, w e 
submit the fo llow in g comments on the subject 
of quarterly reports:
In some cases, quarterly statements m ay be 
h elp fu l; in others, such statements, if  unac­
companied by detailed explanations, m ay be 
more apt to mislead. In most industries quar­
terly  reports are, at best, estimates o f progress 
fo r the period. G en erally  earnings do not 
accrue evenly throughout the fiscal year, be­
cause of such factors as large orders or sea­
sonal variations, and it is im practicable for 
the management, in reporting the quarterly 
earnings, to determine with reasonable accuracy 
the effect o f such factors. In m any cases in­
ventories, reserves, valuations and other essen­
tial facts are not finally determined until the 
end of the fiscal year.
I f  the commission should decide to require 
quarterly financial reports, these reports should 
be limited to income statements; they should 
be in condensed and com parative form and
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should be made available with reasonable 
promptness. Estimates should be allowed, and, 
if  they have been used, that fact should be 
stated. The corporation should be given the 
option of preparing the quarterly report to 
cover the individual quarter or the twelve  
months terminating at the end of the quarter 
or the period from the beginning of the current 
fiscal year to the end of the current quarter. 
Corporations which employ the thirteen-period 
year should be permitted to render such com­
parable reports as are obtainable from their 
records.
N a t u r a l  B u s in e s s  Y ears
Most corporations have fiscal years coincident 
with the calendar year. T his has the effect 
of concentrating the preparation and issuance 
of annual reports within a relatively short 
period. Adherence to the calendar year is 
largely a matter of custom, and there are posi­
tive advantages in the adoption of the natural 
business year as the fiscal year. Reports based 
on the natural fiscal year permit a more ac­
curate determination of earnings; they show 
more clearly the trend of operating results, and 
they are, therefore, more informative to in­
vestors. Such reports are frequently more 
economical for the corporation, because, at the 
end of the natural business year, the cost of 
taking inventory is lower and the business of 
the corporation normally is less active. Such 
reports spread over the year the work of ac­
counting firms and credit and statistical organi­
zations and they w ill also simplify the adminis­
trative problems of the commission.
In many cases comparisons between corpora­
tions engaged in the same industry would be 
more valuable to investors if the annual re­
ports of such corporations were based on the 
natural business year of the industry.
W e therefore recommend that the commission 
encourage all corporations to adopt their nat­
ural business years as fiscal years.
Su m m a r y  o f  R e c o m m e n d a t io n s
T he recommendations contained in this re­
port may be summarized as follows:
1. T he financial information required should 
be limited to that which will be of substan-
 tial value to investors.
2. Uniformity of major accounting principles 
in a particular industry is desirable as an 
ultimate objective, though uniformity in
their application may be undesirable. For 
the present, corporations should be required 
merely to indicate the principles which are 
followed.
3. No standardized forms of financial state­
ments should be prescribed. Statements in 
the form and detail best adapted to the 
particular conditions should be accepted.
4. There should be coordination of the re­
quirements relative to financial statements 
for:
(a ) Listing on a national securities ex­
change;
(b) Registration statements and prospec­
tuses under the securities act of 1933;
(c) Annual reports.
T his would entail substantial modification 
of the present regulations under the se­
curities act.
5. The commission should endeavor to advise 
investors as to limitations of financial state­
ments as guides to the value of investments.
6. If the commission should decide to require 
quarterly reports, these reports should con­
sist only of income statements; they should 
be issued promptly; they should be in con­
densed and comparative form; and they 
may be based on estimates if necessary.
7. The commission should encourage corpo­
rations to adopt their natural business years 
as fiscal years.
Following the submission of this report 
of August 3, 1934, at the request of the 
commission a subcommittee of three mem­
bers was appointed. This subcommittee 
held several sessions with members and em­
ployees of the commission, considering in 
detail drafts for those parts of the proposed 
regulations which dealt with financial state­
ments. The work done by the committee 
in preparation for the report of August 3, 
1934, proved to be of great help in this 
work of drafting and considering and re­
viewing drafts of various sections of the 
proposed regulations. The subcommittee 
also held several conferences with Thomas
H. Sanders of Harvard university, and 
Donald B. McCruden of Moody’s in­
vestors’ service, who were employed by the 
commission to assist in preparation of the 
regulations.
Following the annual meeting of the In­
stitute in October, a new committee was 
appointed consisting of Samuel J. Broad,
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John Hood, Jr., Rodney F. Starkey, An­
drew Stewart and C. Oliver Wellington, 
chairman. This committee has continued 
the work of the previous committee.
It is believed by the chairman that form 
10 and the accompanying instruction book 
will meet with the whole-hearted approval 
of all practising accountants. It is a source 
of great satisfaction that the commission 
has adopted so many of the recommenda­
tions and suggestions of the committee and 
has, through these regulations, carried out 
the purposes of the act without placing an 
undue burden upon the corporations in­
volved.
It is hoped that these regulations for 
business corporations will be followed by 
others under the securities exchange act 
of 1934, and under the securities act of 
I933, which will continue the same general 
policies to the extent possible under the 
language of the acts, thus removing one of 
the important objections to registration 
while encouraging the adoption of the high­
est standards in the preparation of financial 
reports.
A c c o u n t i n g  P r o v is io n s  o f  F o r m  10 
a n d  I n s t r u c t i o n s  
Form 10 must be used by all corpora­
tions applying for permanent registration 
of securities temporarily registered, except 
certain specified classes of issuers and se­
curities.
Applicants are required to state the 
names of any independent public or cer­
tified public accountants who have certified 
financial statements for the applicants since 
January 1, 1925. The form calls for finan­
cial statements required in the book of in­
struction, item 36 of which provides as 
follows:
“A  registrant shall furnish the following  
financial statements:
“ (a ) Its balance-sheet and its profit-and-loss 
statement or income statement; and
“ (b) A  consolidated balance-sheet and a 
consolidated profit-and-loss statement (or in­
come statement), prepared in accordance with 
the rules of consolidation given below.
“ (c) For subsidiaries not consolidated in 
the consolidated balance-sheet, in which regis­
trant owns directly or indirectly securities rep­
resenting more than 50% of the voting power 
other than as affected by events of default, 
submit either (i) separate sets of statements 
in which all such subsidiaries are consolidated 
or combined in one of several groups, or (ii) 
individual statements for each such subsidiary 
not included in (i) above. These statements 
need not be furnished when the aggregate in­
vestments not consolidated are not significant 
in respect of either (1) the assets they repre­
sent, or (2) the sales or operating revenues of 
such non-consolidated subsidiaries.
“T he balance-sheets required are those as 
of December 31, 1934, or as of the first annual 
closing date subsequent thereto.
“T he profit-and-loss statements required are 
those for the year ended December 31, 1934, 
or for the annual period ended at the first 
annual closing date subsequent thereto, or, if  
the registrant has been in business for less than 
one year, then for such period as it has been 
in business up to its first closing date.”
The statements required must comply 
with certain general principles and require­
ments, which are, in part, as follows:
“The registrant may file statements and 
schedules in such form, order and using such 
generally accepted terminology as will best in­
dicate their significance and character in the 
light of the instructions.
“These instructions relating to the financial 
statements and their supplemental schedules 
shall apply only where the items and conditions 
in question are present in the business of the 
registrant.
“The information specified in these instruc­
tions shall be furnished as a minimum require­
ment, to which the registrant may add such 
further information as will contribute to an un­
derstanding of its financial condition and oper­
ations.
“If any change in accounting principle or 
practice has been made during the period cov­
ered by the profit-and-loss statements and such 
change substantially affects proper comparison 
with the preceding accounting period, give the 
necessary explanation in a note attached to the 
balance-sheet or profit-and-loss statement and 
referred to therein.
“The financial statements required shall be 
accompanied by a certificate of an independent 
public or independent certified public account­
ant or accountants. This certificate shall be 
dated, shall be reasonably comprehensive as
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to the scope of the audit made, and shall state 
the opinion of the accountant or accountants in 
respect of the financial statements of, and the 
accounting principles and procedures followed  
by the registrant. In certifying to the financial 
statements of the registrant, independent public 
or independent certified public accountants may 
give due weight to an internal system of audit 
regularly maintained by means of auditors em­
ployed on the registrant’s own staff. In such 
case the independent accountants shall review  
the accounting procedures followed by the reg­
istrant and by appropriate measures shall sat­
isfy themselves that such accounting procedures 
are in fact being followed. Nothing in these 
instructions shall be construed to imply author­
ity for the omission of any procedure which 
independent public accountants would ordinar­
ily employ in the course of a regular annual 
audit.”
In addition to the general principles 
quoted, the book of instructions sets forth 
detailed instructions for the presentation of 
various items in the financial statements 
required.
Proportional Representation of States 
on the Council
An analysis of the geographical distribu­
tion of members of council of the Institute 
as compared with members, during the 
period from 1917 to 1934, was made re­
cently by the committee on nominations.
It was found that with few exceptions 
representation of the states on the council 
has been proportionately greater than their 
representation in the total membership.
Only in New York, where a large per­
centage of the membership is found but 
where council representation is automati­
cally limited by the by-laws to six members, 
was it found that representation on the 
council has been appreciable less than repre­
sentation in the membership.
Following are the ten states which have 
contributed most to the membership of the 
Institute: New York, 32.53 per cent; Il­
linois, 10.66 per cent; Pennsylvania, 7.93 
per cent; Massachusetts, 6.74 per cent; 
California, 6.18 per cent; Ohio, 3.92 per 
cent.; Missouri, 3.13 per cent.; New Jer­
sey, 2.21 per cent; Texas, 2.06 per cent. 
and Michigan, 1.98 per cent.
These states have contributed a total of
77.34 per cent of the membership of the 
Institute and 66.91 per cent of the council
members.
New Y o rk ....................  42
Illinois ..........................  31
California...................... 20
Massachusetts................ 19
Arkansas .......................  14
Louisiana ...................... 13
M aryland...................... 11
Pennsylvania ................  10
T e x a s ............................  9
Federal Corporation Law
The cooperation of state societies of cer­
tified public accountants in the work of 
the Institute’s special committee on federal 
corporation law has been requested.
In the Institute’s first Special Letter to 
State Societies, which inaugurated the plan 
of coöperation reported in the Bulletin for 
December 15th, the state societies were in­
formed that the committee had undertaken 
an analysis of accounting provisions of state 
corporation laws to determine what pro­
visions might be made by a similar federal 
law. It was reported that particular at­
tention was to be given to the following 
features:
a. Authorization of shares without nominal or
par value and conditions thereof.
b. Books and accounts required to be kept.
c. Reports, other than tax reports, required to
be published or to be filed with state au­
thorities.
d. Limitations and restrictions upon the power
to declare and pay dividends.
e. Power to acquire, hold and dispose of the
corporation’s own shares.
f. Requirements for certification of financial
reports by independent auditors.
It was suggested that since many state 
societies have given extensive consideration 
to the corporation laws of their own states, 
their comments and suggestions would be 
greatly appreciated by the Institute’s com­
mittee. It was pointed out that persons in­
fluential in the present federal administra­
tion were said to have the subject under con­
sideration, and that since such a law might 
be of great importance to accountants, the 
profession should be prepared to offer its 
opinion and advice if the occasion should 
arise.
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Clarence J. Farris
Clarence J. Farris, of Memphis, a mem­
ber of the Institute since 1928, died on 
December 22, 1934, after an extended ill­
ness.
Mr. Farris was a native of Elizabeth­
town, Ky., and lived at Memphis from 
1912 until the time of his death. Prior to 
his entering public accounting practice in 
1919 , he was employed as accountant by 
railroad and commercial companies. Mr. 
Farris was a certified public accountant 
under the Tennessee law. He was 62 years 
old.
William E. Porter
William Ellis Porter, of New York, 
partner in the firm of Stern, Porter, King­
ston & Coleman, died on October 10, 1934.
A native of Brooklyn, Mr. Porter was 
educated at public schools of New York 
and at New York university. He entered 
public accounting practice with Alfred J. 
Stern, of New York, in 1912 and in 1925 
became a partner in the firm with which 
he was affiliated at the time of his death.
He was a certified public accountant of 
New York and in 1934 was admitted to 
membership in the American Institute of 
Accountants.
William H . Scott
William Henry Scott, of Providence, a 
charter member of the American Institute 
of Accountants, died on December 30, 
1934, in his eightieth year.
Until his retirement three years ago, 
Mr. Scott was dean of the faculty of the 
Bryant-Stratton college of business admin­
istration. He was born at Newport and 
received his early education in the schools 
of that city. He was graduated in 1875 
from Brown university and in 1879 re­
ceived the degree of master of arts from 
that institution. He joined the staff of the 
Bryant-Stratton college in 1878.
Mr. Scott was a past president of the 
Rhode Island Society of Certified Public 
Accountants.
Revision of Enrollment Record of 
United States Treasury Bar
The committee on enrollment and dis­
barment of the United States treasury de­
partment has undertaken, as directed by 
circular No. 230, to canvass the entire 
membership of the treasury bar for the 
purpose of eliminating from the roster the 
names of persons who are deceased or have 
retired from practice or are ineligible or 
for any reason wish to have their names 
stricken from the rolls.
Printed forms have been sent to enrolled 
attorneys and agents with instructions that 
they should be filled out, signed and re­
turned to the secretary of the committee 
within a fixed time, which shall be not less 
than 30 days. Failure of any attorney or 
agent to do this will result in the striking 
of his name from the roll. Persons whose 
names are thus stricken may be enrolled 
later by preparing the required form and 
filing it with a statement showing that 
failure to do so within the time limit was 
not due to any fault of theirs.
It is understood that many enrolled 
agents have not yet received the printed 
forms which must be returned to the com­
mittee before reenrollment may be effective. 
Attention is therefore called to the follow­
ing notice issued recently by the committee 
on enrollment and disbarment, which pre­
scribes the proper procedure in such cases:
“In pursuance of these directions (section 
15, circular 230) the committee on enrollment 
and disbarment has had sent to every enrolled 
person a card to be filled out and returned 
to the committee giving the information called 
for. Many of the cards have been returned 
by the post office department undelivered. A p­
parently many enrolled persons have not kept 
the committee informed of changes of address. 
Any enrolled person who has not received a 
card and who desires to have his name re­
tained on the roll should immediately write the 
committee, g iving his present address and the 
last address filed with the committee, and re­
questing that a card be sent him. W hen 
the canvass has been completed new enrollment 
cards, green in color, w ill be issued to all 
whose names appear on the revised roll, and 
thereafter only the green enrollment cards w ill 
be recognized as valid .”
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Study of British Tax Administration
A study of the British tax system with 
special reference to its administration, pre­
pared by Roswell Magill, special assistant 
to the secretary of the treasury, and others, 
and submitted to the joint congressional 
committee on internal revenue taxation, has 
attracted the attention of accountants by 
its exposition of those features of the Brit­
ish system which make for speed, fairness 
and accuracy in the disposition of tax mat­
ters. The report is thought to be especially 
significant since its announced purpose was 
to set forth the features of the British sys­
tem which should be considered in any re­
vision of tax laws and administrative pro­
cedure in this country.
The report emphasizes the advantages of 
a decentralized administration such as that 
developed in Great Britain by conferring 
great authority upon the local inspector or 
surveyor of taxes. The inspector is said 
to rely largely on statements audited by 
qualified accountants and by this means to 
have achieved a high standard of efficiency 
in the determination of liability. The ex­
tent to which the accountant’s statements 
are accepted depends largely upon the ex­
tent of his audit and his standing before the 
board of inland revenue. On the other hand, 
in this country, it is stated that agents or­
dinarily go behind the accountant’s state­
ments to the books of original entry and 
that such audits were conducted
during 1934.
“The inspector (in Great Britain) can 
not go to the books of original entry of the 
taxpayer as a matter of right,” according to 
the report. “In cases of any importance in­
volving business profits, he does request and 
receives statements of profit-and-loss and 
detailed supporting data certified by quali­
fied accountants. These statements are 
normally relied upon by inland revenue 
officials, because the accountants take pride 
in their accuracy, since the standing of the 
accountant with his profession and the in­
land revenue depends upon the absolute 
integrity of the accounts he certifies. If 
such accounts prove unreliable, the in­
spector notifies the taxpayer that he will 
not receive further accounts certified by that 
accountant. It was stated to us that in­
stances of this kind are very rare. Ob­
viously a tremendous amount of time which 
would otherwise be spent in checking 
original books of entry and accounts is 
saved in this way.”
The report states that while the income- 
tax laws of this country are to be com­
mended as examples of “unusually skillful 
draftmanship, their difficulty and complex­
ity are commonplace,” and recommends 
consideration of the advantages which 
might come of a restatement and clarifica­
tion of the laws. It suggests that the work 
of restatement would have to be performed 
by a few trained men, thoroughly familiar 
with the present law and the practice under 
it, and that a group of advisors, drawn from 
the treasury department, the bar and the 
accounting profession, be formed for con­
sultation and criticism.
A ccountancy Tw enty-five 
Y ears Ago
“There are many exceedingly important in­
terpretations in these regulations (under the 
corporation tax law of 1909) relating to the 
deductions from net income as allowed by the 
bill. Perhaps the most important of these has 
to do with questions of depreciation. The  
definition and explanation of depreciation . . . 
could hardly be improved from an accounting 
and business standpoint,
“In my opinion all of the trouble and ex­
pense of this act . . . w ill be justified ulti­
mately even if the act is found to be uncon­
stitutional, because it w ill bring all the corpo­
rations of the land to a full realization of the 
inherent necessity of regular and scientific 
handling in their books of this neglected ques­
tion of depreciation.
“This neglect has long been a serious defect 
in the accounts of corporations, saving, possi­
bly, the larger public service corporations; 
but under the new tax act it w ill be mandatory 
upon all corporations carefully to estimate and 
intelligently to enter in their books allowances 
and charges against income on account of the 
constantly increasing elements of depreciation.
“The adoption of uniform methods of cal­
culating depreciation will prove of untold value 
to all corporations and to their stockholders as 
well as to the state and national governments 
and to the public at large.”
H arvey S. Chase in T he Journal o f A c ­
countancy, Jan., 1910.
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Advertising by Enrolled Accountants
In response to inquiries, the committee 
on enrollment and disbarment of the United 
States treasury department has ruled upon 
material which may appear on letterheads 
and cards of enrolled accountants.
Following is the text of correspondence 
recently made public by the committee:
“United States Treasury Department, 
“Committee on Enrollment and Disbarment, 
“Washington, D. C.
“Gentlemen:
“Your committee’s recent revision of treasury 
department circular No. 230 contains in section 
9 (5 3 ), (54) and (55) certain prohibitions 
relative to solicitation and advertising by at­
torneys and agents, which provisions are meas­
urably modified by section 10 of such circular, 
and which seem to deserve further clarification.
“In an effort to cooperate to the fullest extent 
with your committee, we shall be obliged if 
you will advise:
“ ( 1 ) Whether the inclusion upon account­
ants’ letterheads and cards of the expression: 
‘Inheritance, estate and income-tax practice,’ 
or similar designation of the accountants’ field 
of service is permissible.
“ (2) If such expressions are permissible, 
may such letterheads be used in writing to, 
and such cards be used to hand to persons 
with whom the accountant has had no previous 
business relations.
“( 3) Whether newly organized accounting 
firms, and accounting firms wherein the per­
sonnel is changed, may send out formal an­
nouncements stating respectively the organiza­
tion of the firm or the change in personnel, if 
such announcements indicate the character of 
the firm’s practice by the use of some expression 
similar to that mentioned in ( 1 ) above.
“The provisions of section 10 of circular No. 
230, together with the practical necessities of 
accountancy practice lead us to believe these 
customs are permissible. In an excess of cau­
tion we shall appreciate your confirmation of 
this view .”
“Sir:
“Reference is made to your letter . . .  in 
which you request to be advised on three ques­
tions stated in your letter.
“You are advised that inquiry No. 1 is 
answered in the affirmative and inquiry No. 2 
in the negative.
“As to your inquiry No. 3, you are advised  
that cards announcing change in the personnel 
of a practictioner’s organization may also con­
tain the words referred to in inquiry No. 1, 
but such cards should be mailed only to persons, 
firms or corporations with whom at least one 
member of the new firm has had contact.”
State Tax Division Accepts Certified 
Returns
Following is the text of regulation 192 
recently issued by the gross-income-tax 
division of the Indiana treasury depart­
ment, providing for the appointment of 
auditors for the preparation of returns 
under the gross-income-tax act of that state:
“W henever a taxpayer files a return accom­
panied by a certificate of a certified public ac­
countant, registered as such by the state board 
of certified accountants of Indiana, in which 
the certified public accountant certifies that he 
has examined the taxpayer’s books and pre­
pared the return in accordance with the gross- 
income-tax act and the regulations issued there­
under, such return may be accepted by the 
gross-income-tax division without further audit 
of the taxpayer’s books. In any case in which 
the taxpayer and the certified public account­
ant disagree with the department’s regulation 
as to the interpretation of the act with respect to 
any item or items appearing in the return and 
to the extent the return is not in accord with the 
regulations full disclosure of all the facts as 
to such variation shall be made in the return 
and accompanying schedules and in the cer­
tificate of the certified public accountant. In 
such cases the return and certificate may be 
accepted by the gross-income-tax division as 
containing all of the facts upon which a de­
termination of the tax liability can be made 
without further audit of the taxpayer’s books.
“Any intentional misstatement or omission of 
a material fact in a gross-income-tax return 
certified to by a certified public accountant 
shall be made the basis of a proceeding under 
section 3, chapter 175, acts of 1921 and amend­
ments thereto for the revocation of the cer­
tificate of said certified public accountant.
“Nothing in this regulation shall be con­
strued as a w aiver or limitation of the de­
partment’s right to examine the books and 
records of a taxpayer in any case in which 
the department determines that such examina­
tion is necessary.
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Hearings on Cost Provisions of Codes
A general hearing on policies of the na­
tional industrial recovery board relating to 
price-fixing opened in the auditorium of the 
department of commerce building, Wash­
ington, on January 9th to continue until 
completed.
This hearing was planned as the first 
of a series of open-forum discussions on 
phases of administration of major code 
provisions. It was announced by S. Clay 
Williams, chairman of the board, that evi­
dence had been gathered tending to show 
that code provisions having to do with 
price-fixing and cost of production had not 
operated in the best interest of industry. 
The purpose of this hearing was to review 
the evidence and to learn the views of 
industrial leaders on possible amendment 
of codes and future policy of the board.
Valuation of Securities
The National Convention of Securities 
Commissioners, at their annual meeting at 
St. Petersburg on December 4th, in accord­
ance with their annual custom adopted a 
basis for the valuation of securities which 
it recommends to insurance companies in 
preparing year-end statements. The recom­
mendations are embodied in the following 
resolution:
“Resolved, that the committee on valuation 
of securities of the National Convention of In­
surance Commissioners recommends the follow ­
ing basis of valuing stocks and bonds for the 
inventory of such securities in the annual state­
ments of insurance companies as at December 
3 1, 1934:
“1. Stocks and bonds should be valued at 
market quotations of December 31, 1934, ex­
cept as hereinafter provided.
“2. All bonds amply secured and not in de­
fault should be valued on an amortized basis 
wherever permitted by law.
“3. Bonds of states of the United States and 
of the provinces of the Dominion of Canada 
and political subdivisions thereof, not eligible 
to amortization, should be valued at the con­
vention values as of December 31, 1933, except 
that where such bonds shall have been in de­
fault for a period longer than two years prior 
to November 1, 1934, the values should be 
the convention values as of December 31, 1931,
less 30 per cent. of the difference between such 
values and the market quotations of November 
1, 1934. Such bonds acquired since December 
31, 1931, except by exchange for betterment 
of portfolio, should be valued at market quota­
tions of December 31, 1934.
“Further resolved, that the cost or book value 
of stocks, whichever is lower in the aggregate 
held by life insurance companies, as of Decem­
ber 31, 1934, may be used in the aggregate as 
the fair market value of such stocks, provided 
the income received by such companies on such 
stocks during each of the five years preceding 
the date of valuation shall have been at the rate 
sufficient to meet the interest required to main­
tain policy reserves and other policy obliga­
tions, and provided further that the net in­
vestment income received by such companies 
on their ledger assets shall not have been less 
than required to maintain the reserve. This 
shall not apply to stocks of corporations in re­
ceivership or similar status. Cost as used 
herein shall be held to include stocks received 
as exchanges or rights received as dividends 
or otherwise at not to exceed the market value  
quoted on the date acquired.”
Audited Statements Required under 
Blue Sky Law
The Institute has been informed of a 
ruling of the securities division of the 
Minnesota state department of commerce 
which requires audited financial statements 
of all brokers and dealers in securities and 
of all companies licensed to sell their se­
curities in that state. Following is the 
text of a notice sent to brokers and dealers:
“You are hereby notified that the securities 
division of the department of commerce will 
require that all brokers and dealers send us 
a copy of their financial condition as of D e­
cember 31, 1934. This statement is to be pre­
pared and signed by a certified public account­
ant or a firm of practising public accountants; 
said statement to reach this office not later than 
February 15, 1935.
“If your annual closing does not take place 
December 31st, we suggest that you write this 
office immediately and other arrangements can 
be made for your submission of said financial 
statements.”
Companies licensed to sell their securities 
in Minnesota are reported to have been 
notified to the same effect.
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Cooperation with Bankers
The annual report of the Robert Morris 
Associates committee on cooperation with 
public accountants, presented at the annual 
meeting of the organization at Skytop, 
Pa., on October 29 and 30, 1934, and re­
cently published in the Bulletin of the or­
ganization, contains discussion of several 
matters which are of interest to members 
of the American Institute of Accountants.
The committee reported that after two 
years’ experience, the plan of concentrating 
all of its information regarding account­
ants’ work at the offices of the organization 
at Lansdowne, Pa., had been found to 
have many advantages. The following 
were cited as typical of cases reported dur­
ing the past year:
“1. The improper presentation of the client’s 
liability on acceptances, part of which, in this 
case, was not recorded on the balance-sheet at 
all. Also, the omission of a contingent liability 
for available balance under letters of credit.
“2. Accounts receivable in several cases in­
cluded such items as treasury stock, cash ad­
vances in the form of loans, bankrupt accounts, 
accounts in the hands of attorneys, due from 
officers and employees, and an investment in 
another company. And in still another case, 
cash in closed banks was carried in accounts 
receivable—the reason given by the accountant 
was ‘accountant’s discretion.’
“3. From an investment account of a parent 
company, representing total holdings in a 
Canadian subsidiary, was deducted a current 
account of over $500,000 due to that subsidiary.”
The committee then reported the ex­
change of correspondence between the stock­
list committee of the New York stock ex­
change and the special committee of the 
American Institute of Accountants on 
cooperation with stock exchanges which re­
sulted in the formulation of a model form 
of auditor’s report. After quoting the 
form of report and the accompanying foot­
notes, the committee commented as fol­
lows:
“If one could always be certain of a meeting 
of minds of the accountant who signs a par­
ticular report in this w ay with those of the 
accountants who prepared this form and foot­
notes, credit men would know how much re­
liance to place upon the report. W hen in
doubt, it behooves the credit man to obtain 
an acknowledgment from the accountant that 
the audit is made and the report signed in ac­
cordance with the footnotes. One authority, 
when discussing this certificate, stated that it 
has a great levelling effect on all reports in 
which it is used, as it could with equal facility 
cover the best and the worst auditing work. . . .
“In the first line in the new certificate, it is 
stated that the accountants have examined 
the balance-sheet. Previously, the accountants 
usually stated that they examined the books 
and accounts. T hey also state that they have  
received information from the officers and em­
ployees, but they do not state how satisfactory 
that information has been.
“The only definite statement in the entire 
first paragraph of this certificate is that they 
did not make a detailed audit. T he last para­
graph states, ‘In our opinion, based upon such 
examination.’ When you read that phrase, you 
want to go back and see what kind of exam­
ination w as made— ‘based upon such examina­
tion.’ W e believe that is the crux of the whole 
situation. If the accountants would only leave  
out that ‘based upon such examination,’ the 
certificate would be very much stronger. W e  
say this with the thought that the accountants 
are paid to make an examination of a firm’s 
affairs, and if after having access to all the 
records, they can not state unqualifiedly that 
the balance-sheet and profit-and-loss statement 
fairly present the picture, we don’t know who 
can.”
After discussion the following resolution 
was unanimously adopted:
“As the form of auditor’s certificate approved 
by the American Institute of Accountants, noted 
in the report of the committee on cooperation 
with public accountants, is not a satisfactory 
form upon which to place reliance in the ex­
tension of credit, and as the form is easily sus­
ceptible to abuse and its continued use w ill 
tend to diminish the importance of audited 
balance-sheets and income statements; it is
“Resolved , T hat the committee on coopera­
tion with public accountants, of the Robert 
Morris Associates, be instructed to discuss this 
matter with the appropriate committee of the 
American Institute of Accountants, with a view  
of either changing the form of certificate or 
lim iting its use to those cases so qualified that 
its use would be appropriate.”
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The eighteenth annual meeting of the 
American Association of University In­
structors in Accounting was held at the 
Palmer House, Chicago, on December 27th. 
The morning session was devoted to dis­
cussion of methods of teaching accounting, 
and the afternoon session to accounting 
research.
H. T . Scovill, of the University of Illi­
nois, presided at the first session. The 
following papers were read:
“Elementary accounting,” by Geoffrey 
Carmichael, Indiana University.
“Cost accounting,” by J. C. Gibson, 
University of Wisconsin.
“Auditing,” by Henry T . Chamberlain, 
Loyola University.
“C. P. A. preparation,” by J. B. Taylor, 
Ohio State University.
Specialized courses.
“Survey course,” by H. H. Wade, Uni­
versity of Iowa.
“Internal auditing,” by J. J. Reighard, 
University of Minnesota.
Following a luncheon meeting of the 
executive committee, the accounting re­
search session opened under the chairman­
ship of A. C. Littleton, of the University 
of Illinois. The following papers were 
read:
“Possible objectives of accounting re­
search,” by S. H. Nerlove, University of 
Chicago.
“Terminology,” by E. L. Kohler.
“Thesis preparation,” by H. C. Miller, 
Ohio State University.
“History,” by Andrew Nelson, St. John’s 
University.
“Reports,” by John R. Wildman.
Discussion folowed the reading of each 
paper.
At the annual banquet the principal 
speaker was Howard C. Greer, of the In­
stitute of American Meat Packers.
American Association of University
Instructors in Accounting
W illiam  F. Loflin, of Columbus, Ga., was 
elected president of the Lions club of Columbus 
on December 20th.
Audits of Code Authorities
Administrative order No. X -119 issued 
by the national industrial recovery board 
on December 5th provides that all code 
authorities shall submit their accounts to 
periodic audits by independent public 
accountants and shall publish financial re­
ports at the close of each budget period. 
This order was followed by an office memo­
randum approving a manual of instructions 
to auditors acting under these regulations.
Following is the text of the order:
“Pursuant to the authority vested in it by 
executive order No. 6859, and otherwise, the 
national industrial recovery board does hereby 
prescribe the following regulations applicable 
to all code authorities with respect to funds 
and accounting.
“A. Each code authority shall promptly pro­
vide fo r :
“1. The designation of a person or persons 
who shall receive and account for all funds.
“2. The furnishing of adequate security by 
such person or persons for the protection of 
funds in his or their custody.
“3. The maintenance of code authority funds 
in its name and separate from all other funds.
“4. T he keeping of accurate and adequate 
accounting records, available at any reason­
able time for inspection by accredited repre­
sentatives of the national recovery administra­
tion.
“5. T he submission of periodic reports to 
the national recovery administration at such 
times as it may require.
“6. An audit at the expiration of each budget 
period by a competent, independent auditor, as 
defined in paragraph C hereof, such audit to 
be acceptable to the national recovery adminis­
tration.
“7. The publication or distribution; not later 
than 60 days after the budget closing date, 
to those members of the trade or industry who 
have paid assessments or otherwise contributed 
funds to the code authority, of a report of its 
financial operations for the budget period, its 
financial position at the closing date thereof, 
and of its activities in the said period; and 
the filing of a copy thereof with the national 
recovery administration.
“B. Each code authority shall furnish such 
information regarding its observance of the 
provisions of this order as the national recovery 
administration may deem necessary to insure
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compliance therewith, and any action by a code 
authority hereunder, if found by the national 
recovery administration not to be in accord 
with this order, is subject to its disapproval.
“C. As used in paragraph A 6, hereof, the 
term ‘competent, independent auditor’ means 
a public accountant in good standing who is 
either a certified public accountant or who 
has the equivalent in ability of a certified pub­
lic accountant, provided, however, that as to 
any service to be performed in any particular 
state or governmental division of the United 
States, such accountant in any event shall have 
the qualifications required by law  in such state 
or governmental division of the United States 
for the performance of such service; this term 
further means an accountant who is in fact 
independent of the code authority whose ac­
counts he audits. Unless the national recovery 
administration permits otherwise, it w ill not 
recognize a public accountant as independent 
with respect to any code authority if (a) such 
public accountant, his firm, or anyone in his 
employ has any interest as an officer, agent, 
or employee of such code authority, or (b) 
such public accountant, his firm, or anyone in 
his employ is an officer or employee of any 
member of the trade or industry under such 
code authority or of any trade association of 
such trade or industry.”
The manual, “Instructions to auditors of 
books and accounts of code authorities,” is 
introduced with the following general in­
structions :
“These instructions regarding scope of work 
and form of audit report are issued in order 
to expedite the work of audit and promote 
uniformity in method and presentation.
“Three copies of the report on audit are to 
be sent immediately upon completion of the 
work by the auditor direct to the national re­
covery administration, W ashington, marked for 
attention of code authorities accounts section.
“In the audit of operations under a small 
budget (less than $100,000) where internal 
check may be lacking, a detailed audit should 
be made which would have for its purpose 
substantiation by audit procedure of the assets, 
liabilities (actual and contingent), and other 
balances in the balance-sheet and of all transac­
tions for the period ended on the budget closing 
date. W here there is an internal check, se­
lective audit tests of the transactions may be 
substituted for the substantiation of ‘all trans­
actions for the period.’ T he selective tests 
should be so designed as to satisfy the auditor 
of the general correctness of the recorded 
transactions for the period.
“T he auditor should fam iliarize himself with 
all matters in the code relating to the accounts 
and financial transactions of the code authority. 
These w ill appear mainly in budgets supple­
mental to the code and in budget amendments.” 
The manual includes model forms of 
balance-sheets and statements of income and 
expense and budget comparison. It pro­
vides that an affidavit, in the following 
form, should be made part of the auditor’s 
report:
“I solemnly swear that the audit of the books 
and accounts of ----------------  code authority re­
ported on herein was made by me or by my 
employees under my direction in conformity, 
as nearly as possible in the circumstances, with 
the ‘Instructions to auditors of books and ac­
counts of code authorities,’ and that I am quali­
fied to audit the said code authority as a 
‘competent, independent auditor’ as defined by 
the national recovery administration in its ad­
ministrative order No. X-119, dated December 
5, 1934.
“Sworn to me this ---------  day of ---------  in
the year 19------ ."
Reynold E. Blight, of Los Angeles, is 
giving a series of addresses from radio sta­
tion KM TR on “Fundamental American- 
 ism."
Harry Hough, of New York, has been 
appointed chairman of the accountants’ 
division of the Henry street visiting nurse 
fund, New York.
Caddie H. Kinard, of El Dorado, Ark., 
recently addressed the Rotary club at El 
Dorado on “The revenue act of 1934.”
Andrew Stewart, of New York, is serv­
ing as chairman of the accounting division 
of the commerce and industry committee 
of the New York family welfare commit­
tee.
Henry W . Sweeney, of New York, is 
the author of an article entitled “Approxi­
mation of appraisal values by index num­
bers,” appearing in the October issue of 
the Harvard Business Review.
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Commercial-Paper Dealers Recom­
mend Independent Audits
Weil, McKey, Pearson & Co., commer- 
cial-paper dealers, have issued the following 
circular on audited statements to their 
clients and others:
A u d it e d  St a t e m e n t s
“In line with our custom of passing along 
to our clients suggestions which we feel may 
be of value from a financial and credit stand­
point, it has been our annual practice since 
1923 to call to their attention the desirability 
of having their fiscal statements audited by 
certified public accountants.
“It has been interesting to see the steadily 
increasing percentage of audits from year to 
year. Particularly, developments of the past 
year or two with especial reference to the 
securities legislation enacted in W ashington, 
have stressed the importance of audits until 
they are now universally expected by banks 
investing in commercial paper and are made 
available by all our clients.
“In order that a company may secure the 
full measure of benefit from its audits, not only 
in the enhancement of its credit but also for 
its own analyzation of its operations, careful 
consideration is worth while in the selection 
of the auditor and the type and scope of the 
audit. T o  quote from an editorial in the D e­
cember, 1928, Bulletin  of the Robert Morris 
Associates, the national organization of bank 
credit men:
The work of accountants should not be un­
duly restricted. The scope of their exami­
nations should be such that they can give an 
unqualified certification. A  qualified certifi­
cate indicating that the accountant has not 
had free scope in his examination may do 
injustice to the borrower out of all pro­
portion to the additional expense necessary 
to prepare a complete report. A  company 
cannot afford to have its credit jeopardized 
by qualified certificates or by employing 
accountants whose standards permit the 
use of an unqualified certificate with a 
careless or incomplete audit.
“Another thought that appears worthy of 
consideration with reference to fiscal statements 
is the use of the natural business year by those 
companies which have not already adopted this 
procedure. A  recent study by the bureau of 
business research of the University of Illinois,
based upon the composite view s of numerous 
representatives of industries, indicated that in 
their opinion out of a total of one hundred 
fourteen lines of business only sixteen could 
most advantageously close their books at D e­
cember 31st, and that other dates during the 
year were the natural closing periods for the 
others. The employment of the natural busi­
ness year in lines of business where there are 
seasonal fluctuations permits inventories to be 
taken when merchandise stocks are low and 
books closed at a time when operations are 
least active, so that in many cases the work of 
closing can be more efficiently, accurately and 
economically carried out.
“If there are any points in connection with 
the above which we can amplify or regarding 
which we can be of service in any way, we  
should be very glad to do so.”
Edward A. M cAllister, of New York, has 
been appointed by the attorney general of the 
state as an assistant attorney general in the 
bureau of statistics, which is charged with the 
investigation of fraud in the sale of securities.
W illiam  A. McDonald, of Denver, spoke 
recently on “Some recent developments in de­
termining and controlling costs” at a meeting 
of the Denver chapter of the National Asso­
ciation of Cost Accountants.
Henry F. Meyer, of Savannah, was elected 
president of the Savannah K iwanis club on 
January 1st.
W ayne E. Pollard, of Rockford, Ill., is the 
author of an article entitled “More taxation 
for cem eteries!” appearing in the December 
issue of the Am erican Cemetery.
Charles S. Rockey, of Philadelphia is the 
author of an article entitled “Oberammergau, 
the world’s stage,” which appeared in the 
November issue of the Pennac New s.
D. McE. Watson, of Denver, has been ap­
pointed to a committee of the Denver chamber 
of commerce which is to study and report to 
the board of the United States chamber of com­
merce on “Federal expenditures.”
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MEETINGS A ND  ELECTIONS
California
A joint meeting of the San Francisco, Los 
Angeles and Fresno chapters of the California 
State Society of Certified Public Accountants 
w as held on December 8th at the Hotel Cali­
fornian, Fresno.
There were two formal sessions, under the 
auspices of the Los Angeles and San Francisco 
chapters respectively. During the Los Angeles 
session, of which Harry B. M ills was chairman, 
Ira N. Frisbee, of the University of California, 
spoke on “An appraisal of the present economi­
cal situation” and M elvin D. W ilson, practis­
ing attorney and accountant, discussed “T he ac­
countant and federal and state taxation.” At 
the San Francisco session, G. L. Yockey, land 
bank examiner in charge of the western divi­
sion, farm credit administration, discussed “The 
C. P. A. in government service,” and Phillip 
A. Hershey, “Capital asset accounting during 
deflation and inflation.”
Connecticut
Members of the Connecticut Society of Cer­
tified Public Accountants and of the Robert M or­
ris Associates held a joint meeting at the New  
H aven lawn club on December 18th.
The meeting was sponsored by committees of 
the two organizations which were created to 
bring about closer cooperation between account­
ants and bankers. Charles F. Coates acted as 
chairman for the accountants and Edward M. 
G aillard for the bankers. The discussion con­
sisted of questions and answers on problems 
of accounting for credit purposes.
Florida
The semi-annual meeting of the Florida In­
stitute of Accountants w as held on December 
7th and 8th at the Carling hotel, Jacksonville. 
The meeting was opened by an invocation by 
the Rev. Albert J. K issling and an address of 
welcome by John T . Alsop, mayor of Jackson­
ville.
Robert H. Montgomery, of N ew  York, spoke 
at the sessions of December 7th on present 
policies on federal taxation. T he principal 
speaker on December 8th w as Robert E. Payne, 
of Chicago, whose subject w as “The recent 
federal securities act.”
Ocala was selected as the place of the June 
meeting of the organization.
Indiana
T he recent ruling of the Indiana gross-in­
come-tax division that returns accompanied by 
the certificate of a certified public accountant 
may be accepted without further audit of the 
taxpayer’s books was discussed at a meeting 
of the Indiana Association of Certified Public 
Accountants at Indianapolis on December 8th.
Clarence A. Jackson, director of the division, 
explained the intent of the ruling and outlined 
the procedure which it was expected certified 
public accountants should adopt. John E. 
Keough, chairman of the association’s com­
mittee on cooperation with the division spoke 
of the responsibility thus put upon account­
ants to provide all the facts necessary to de­
termine tax liability. Birney D. Spradling, 
president of the association, presided.
Massachusetts
A forum for the discussion of four subjects 
o f  current interest to accountants w as held by 
the Massachusetts Society of Certified Public 
Accountants at the Parker House, Boston, on 
December 17th. J. Chester Crandell w as chair­
man. Following are the subjects and discus­
sion leaders:
“Gain or loss from sale or exchange of capi­
tal assets,” by Edwin E. Wakefield.
“Depreciation: T . D. 4422 and related mat­
ters,” by George A. W ilson.
“Surtaxes: Personal holding-companies and 
corporations improperly accumulating surplus,” 
by Carroll F. Holt.
“Sundry changes under the revenue act of 
1934,” by Benjamin E. Grant.
New Jersey
A t a meeting of the N ew  Jersey Society of 
Certified Public Accountants, held at the Down­
town club, Newark, on December 17th, it w as 
resolved that the society should protest to the 
United States treasury department against its 
rule of practice which requires accountants to 
file affidavits with income-tax returns prepared 
by them.
T he follow ing addresses were made at the 
m eeting:
“Survey of public events of special inter­
est,” by Julius E. Flink.
“Cultural obligations of the certified public 
accountant,” by W illiam  C. Heston.
“Ethical ways of obtaining accounting en­
gagements,” by Louis Siegel.
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“The anatomy of the accountant’s fee,” by 
Samuel I. Bendet.
“The mental diet of the certified public ac­
countant,” by George J. Strong.
Philip S. Suffern, president of the society, 
presided.
New York
Members of the New York State Society of 
Certified Public Accountants, meeting at New  
York on December 17th, heard discussions of 
“Bank examinations by governmental agencies 
and by certified public accountants.”
Frederick H. Hurdman, first vice-president 
of the society, and George V. McLaughlin, 
former state superintendent of banking, were 
the principal speakers. Preceding the gen­
eral meeting, there were group dinner meetings 
for discussion of special problems now receiv­
ing the consideration of the society.
N orth  Carolina
Officers were elected by the Charlotte ac­
countants club at a meeting held on Decem­
ber 22nd, as follow s: J. M. Van Hoy, chairman; 
J. M. Allen, vice-chairman, and George Domb­
hart, secretary.
Oklahoma
T u l sa
The report of the president of the Tulsa chap­
ter of the Oklahoma Society of Certified Public 
Accountants on the activities of the chapter 
during the fiscal year ended October 31, 1934, 
contains the follow ing summary:
“1. Fifty-one regular weekly meetings were 
held during the year. The only week in which 
a meeting was not held w as that of the an­
nual meeting of the state society.
“2. An interesting program was arranged 
for each chapter meeting and the discussions 
were led in practically all cases by chapter 
members. Outside speakers were called upon 
for only six out of the 51 meetings.
“3. T he subjects discussed during the year 
were federal and state legislation, the securi­
ties act and other recent acts of congress, cur­
rent accounting topics, stock-exchange regula­
tions and numerous other subjects of interest 
to the members.”
O regon
The Oregon Society of Certified Public A c­
countants held its last meeting of the winter 
season on December 12th at the Benson hotel, 
Portland.
T w o papers were read, as follows:
“Examination of accounts required for pre­
sentation of financial statements,” by R. B. 
Stratford.
“Form and content of statements and re­
ports,” by Pearce C. Davis.
The meeting w as open to the general public.
South Carolina
H. S. Blanton, of Spartanburg, was elected 
president of the South Carolina Association of 
Certified Public Accountants at its annual meet­
ing at Columbia, December 11th. O. P. Bourke 
was elected vice-president and W . Arnold Sear­
son, secretary-treasurer.
U tah
A ll incumbent officers of the Utah Associa­
tion of Certified Public Accountants were re­
elected at the annual meeting of the organiza­
tion at Salt Lake City, December 20th. R. G. 
Abbey is president, Harold L. Child is vice- 
president and Alan Grant Mann, secretary- 
treasurer.
V irginia
N o rfo lk
T he annual meeting of the Norfolk chapter 
of the Virginia Society of Public Accountants 
was held on the evening of December 6th at 
the Atlantic Hotel.
W . R. Tolleth w as reelected president of the 
chapter. The other officers for the coming year 
are: A. Vernon Sheffield, vice-president; and 
Leroy T . Canoles, secretary and treasurer.
The new capital-stock tax and treasury de­
cision 4422 were discussed at length at the 
meeting. It was pointed out that the applica­
tion of the former may result in a situation 
wherein it would be more profitable for a tax­
payer to give away assets than to sell them. 
Treasury decision 4422 was discussed with 
particular reference to its provision that the 
burden of proof that deductions for deprecia­
tion claimed are equitable shall be sustained 
by the taxpayer.
Wisconsin
Members of the W isconsin State Society of 
Certified Public Accountants, meeting at Osh­
kosh recently heard discussion of the state un­
employment insurance law by H. Herman Rauch, 
head of the unemployment compensation d ivi­
sion of the M ilwaukee office of the state 
industrial commission.
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ANNOUNCEM ENTS
The dissolution of the Brook-Schuster com­
pany, of Dubuque, Iowa, has been announced. 
M aurice E. Brooks announces that he w ill con­
tinue in practice under the firm name of the 
M. E. Brooks company. Mr. Brooks has also 
announced the formation of a partnership with  
W . A. Shute, under the firm name of the 
Brooks-Shute company, at W aterloo, Iowa.
Chris C. Danman, formerly chief of the sales 
tax division, M ississippi state tax commission, 
has announced his return to private practice 
with offices at 505 N ew  Merchants bank build­
ing, Jackson, Miss.
Announcement has been made of the associa­
tion of Roy F. Godfrey with Ross T . W arner 
as partner in the firm of Ross T . W arner & 
Co., 602 T ulsa Loan building, Tulsa.
Fillmore, Horwich & Co., of Chicago, an­
nounce the removal of their offices to suite 
1802-77 W est W ashington street.
Horwath & Horwath have announced the ad­
mission o f the follow ing junior partners: 
Arnold Jorgensen, James E. M cNamara, Jr., 
A. Douglass McKenzie, George O. Podd and 
Arthur E. Fox.
Hurdman & Cranstoun, of New York, an­
nounce that they have admitted to partnership 
George Charles Hurdman and Harold R. Caf- 
fyn.
C. F. Learned and T . J. Tapp have an­
nounced their reassociation under the firm name 
of Learned & Tapp, with offices at 307-10 
State National bank building, Houston.
Announcement has been made that S. C. 
Rogers & Co. w ill henceforth be known as Mc- 
Cready & Shindledecker, 406 City Bank build­
ing, Youngstown, Ohio.
Spurrier, Fox & Crane announce the admis­
sion to partnership of L. Irvin Morgan and 
the change of the firm name to Spurrier, Fox 
& Morgan, 1100-1107 Bitting building, W ichita.
W all, Hardman & Lane announce the chang­
ing of their firm name to W all, Cassel &
Eberly. The offices of the firm are in the 
Refiners building, Dayton, Ohio.
George Armistead, of Houston, recently sub­
mitted recommendations to the tax committee 
of the T exas state senate on provisions of pro­
posed tax legislation.
Joseph A. Boulay, of Minneapolis, spoke at 
the annual convention of the M innesota motor 
trades association, December 4th, on the M in­
nesota intangibles tax.
Eugene G. Boutelle, of New York, spoke on 
“Budgeted costs for the cotton m ill” at a re­
cent meeting of the financial group of the as­
sociation of cotton textile merchants of New  
York.
Archibald Bowman, of New York, has been 
appointed a member of the accountants’ sec­
tion of the professional committee of the M er­
chants’ association of New York.
H arvey S. Chase, of Boston, contributed an 
article entitled “W hy not uniform accounting?” 
to the December issue of the Public U tilities 
Fortnightly.
Louis S. Goldberg, of Sioux City, Iowa, con­
tinues to contribute weekly articles on account­
ing and related subjects to the Sioux City 
D aily Reporter. On December 28th he served  
as chairman of the annual banquet committee 
of the Sioux City chapter of the American 
interprofessional institute.
G. Charles Hurdman, of New York, has 
been made treasurer of the New York state 
committee of community councils of the N a­
tional M unicipal League.
Rupert W . Jaques, of Lynn, Mass., spoke 
at the Lynn chamber of commerce forum, D e­
cember 17th, on “Some changes in federal tax 
law with particular reference to loss provi­
sions.”
Orrin R. Judd, of New York, recently spoke 
on “Trust department examinations” at a meet­
ing of the N ew  Jersey bankers association.
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AMERICAN INSTITUTE OF ACCOUNTANTS
EXAMINATIONS
The next written examinations for ad­
mission to the Institute will be held on 
May 16th and 17th. Candidates wishing 
to sit for examination at that time are 
advised that their applications must be 
filed prior to April 1st. The sessions 
will be held at New York and at other 
cities to suit the convenience of candi­
dates.
ELECTIONS
In the absence of protest, the presi­
dent has declared elected as members 
and associates, respectively, the follow­
ing candidates whose election was rec­
ommended by the board of examiners 
and approved by the council by mail 
ballot:
A d v a n c e d  t o  M e m b e r s h i p :
A. Bryan Bolin, Memphis 
Carl H. Depue, Cincinnati 
Thomas J. Hogan, New York 
Howard A. Tillinghast, Hartford 
William C. Waggoner, Chicago 
Seymour Wells, Salt Lake City 
Raymond D. Willard, Boston 
Gustave A. Wuerfel, New York
A d m it t e d  a s  M e m b e r s :
Harold L. Child, Salt Lake City 
Francis V. Collinge, Chicago 
Walter A. Cooper, New York 
Oscar Ralph Davis, Oklahoma City 
John Ernest Eberly, Dayton 
Joseph W. Galloway, Chicago 
Mahlon W. Mattison, Los Angeles 
Frederick S. Metzler, Philadelphia 
L. Irvin Morgan, Wichita 
Ferdinand M. Pitner, Boston 
Robert T. Pritchard, Chicago
G. G. Richards, Chicago 
James A. Runser, San Francisco 
Adrian F. Sanderbeck, Pittsburgh 
S. W. Sinderson, Kansas City, Kansas 
Lester I. Swindell, Boston 
Andrew L. Tillotson, Shreveport 
Virgil S. Tilly, Tulsa 
Charles T. Wheeler, Muskegon
A d m it t e d  a s  A s s o c ia t e s :
Alexander E. Gordon, New York 
John F. Lee, Portland, Ore.
George P. Little, Joplin, Mo.
Ulwin D. Porter, St. Louis 
E. H. Schuck, Chicago
DISCLOSURE OF SALES, COST OF 
SALES AND GROSS PROFITS
Reports have reached the Institute 
that many business men regard with 
some apprehension the provision of form 
10 (as well as form A-2) issued by the 
securities and exchange commission, 
which requires disclosure in the profit- 
and-loss statements of the amounts of 
gross sales, cost of sales and gross prof­
its. It is feared that disclosure of such 
information may damage the competi­
tive position of certain types of com­
panies.
Since it has become public knowledge 
that representatives of the American 
Institute of Accountants conferred with 
the securities and exchange commission 
during the preparation of these regula­
tions, the Institute’s special committee 
on cooperation with the securities and 
exchange commission considers it desir­
able to state two facts in relation to the 
question now under consideration: first, 
the Institute’s representatives recom­
mended to the commission that the dis­
closure in detail of sales, cost of sales 
and gross profit be not compulsory in all 
cases; and second, the commission has 
included in its regulations a provision 
that information of this character may 
be kept in the confidential files of the 
commission if the company concerned 
shows reasons why public disclosure of 
the data might injure it (Rule UB2).
In a memorandum submitted to the 
commission on this subject the Insti­
tute’s committee set forth reasons why 
disclosure of sales, cost of sales, or gross 
profits, would be detrimental to the in­
terests of stockholders in certain cases.
The committee said that while an in­
vestor might be helped by the disclosure 
of sales and sales statistics, in that he 
could, perhaps follow the progress of the 
business and appraise its position in the 
industry, nevertheless, if the disadvan­
tages to him as an investor exceeded the 
benefits, he would doubtless prefer to dis­
pense with the information were the 
choice left with him.
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Objections to D isclosure
The more serious objections to the dis­
closure of such information are:
(1) That it is detrimental to the in­
terest of investors.
(2) That the information itself might 
be misleading.
The committee submitted illustrations 
of typical cases in which forced disclos­
ure of sales and gross profits might be 
detrimental to the interests of investors, 
as follows:
(1 ) Corporations in this country com­
peting with foreign industries, as in the 
dye and chemical industry, would be at a 
disadvantage if their profit margins became 
known to foreign competitors, who would 
be under no obligation to disclose like in­
formation.
(2) American companies carrying on a 
large volume of business in certain foreign 
countries might be unnecessarily exposed 
to efforts to assess larger foreign taxes 
against them if their sales and profit mar­
gins were made public.
(3) Relatively small companies dealing 
in only a few products, frequently in com­
petition with a single department of a 
larger corporation, might be placed at a 
disadvantage from a competitive point of 
view, because the larger companies, by 
publishing sales in bulk, would not show 
detailed information applicable to the spe­
cific products on which the smaller com­
petitors would be required to divulge in­
formation.
(4) Manufacturing companies listed on 
national exchanges frequently compete with 
unlisted companies which would not be 
subject to the requirements of the securities 
exchange act. The listed companies, in such 
instances, by disclosing sales would reveal 
information of benefit to unlisted competi­
tors without receiving similar information 
from them.
(5) Companies manufacturing a small 
number of items which are used as raw 
materials by other manufacturers would, 
if  required to disclose such information, 
divulge their profit margins to their princi­
pal customers, who are usually few in 
number and often financially stronger than 
the vendor company, with consequent dan­
ger of efforts to force reduction of prices.
(6) Disclosure of sales volume and profit 
margins of companies which have devel­
oped specialized methods of merchandis­
ing and selling, such as mail campaigns, 
door-to-door selling, etc., might attract 
competitors who would duplicate these 
methods. The pioneers in these fields be­
lieve that the information which would be 
disclosed is in the nature of a trade secret 
and that disclosure would injure their 
stockholders.
(7) Pioneers in new fields, who have 
often spent large sums in research and de­
velopment, as a result of which they now 
enjoy large profit margins, fear the irre­
sponsible competition, with inevitable price- 
cutting, which would be attracted if profit 
margins were disclosed. The original com­
panies might be unable to make sufficient 
profit to amortize preliminary experimen­
tal expenses. A high gross or net profit 
in relation to sales does not necessarily 
mean that prices are too high. Other ele­
ments, such as rate of inventory turnover, 
capital requirements in relation to sales, 
expenditures for research and develop­
ment, and the risks of new enterprises, 
may make a high profit ratio economically 
sound, although disclosure of that ratio 
might invite competition that is econom­
ically unsound.
(8) Companies must enjoy some good 
years in order to be able to carry on 
through lean years, but if at certain times 
profit margins appear to be attractive, dis­
closure of the facts may invite competition 
which will result in ultimate overcapacity.
The committee also submitted the fol­
lowing illustrations of cases in which the 
publication of information regarding 
sales, cost of sales and gross profit might 
be actually misleading:
(1) While such information might seem 
to indicate a trend it could be seriously 
confused by individual sales policies, sell­
ing prices, seasonal business and other fac­
tors. It would be impossible to convey to 
stockholders data on all these points.
(2) Some products are seasonal, others 
are sold for immediate consumption, and 
still others are sold for new plant and 
equipment and would not represent repeat 
business. The bare facts as to sales would 
in many cases fail to indicate correct 
trends.
(3) In certain sections of various indus­
tries such as sugar or metals, companies 
receive their profits for their services in re­
fining or processing, and the price of the 
raw materials is of comparatively little 
importance; in fact in many cases the com-
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panies may undertake a large volume of 
business under what is called a “tolling” 
arrangement, i. e. to process the raw mate­
rials owned by others and to charge only 
for services in processing. The company 
might have done more processing business 
in one year than another year when there 
was comparatively little of this “tolling”; 
although in the latter year the sales re­
ported might be substantially higher due to 
the inclusion therein of a greater amount 
of raw material. In other words, larger 
sales would be shown in the year in which 
less business was actually transacted.
Selling  a n d  Adm inistrative  E xpense
The committee also raised the question 
whether listed companies should be re­
quired to show the amounts of selling, 
general and administrative expenses. 
“Objections to the disclosure of such ex­
penses,” it was said, “may be made on 
the same grounds as in the case of dis­
closure of sales. Accounting classifica­
tions within the confines of the profit- 
and-loss or income accounts may undergo 
substantial changes from time to time, 
and it is generally recognized that there 
is no uniformity of operating-account 
classification in the various industries. 
The important disclosure, after all, is 
the profit arising from the normal or 
ordinary operation of the business of 
the particular company. In addition, ex­
traordinary profits and charges should, 
of course, be disclosed, together with 
such items as interest charges, deprecia­
tion, depletion and provision for federal 
and state taxes.
“The question as to what represents 
reasonable disclosure in the interest of 
investors has been under consideration 
for some years past and has been dis­
cussed by officials of corporations who 
are actuated by the highest motives. 
Their attitude has been that they will 
willingly include all information as to 
the operations and financial condition 
necessary to enable the investor to de­
termine intelligently the condition of the 
business and the result of its operations 
but without including such information 
as would be of more use to the company’s 
competitors than to investors in its se­
curities. If executives could be sure that
important information could be imparted 
to investors or even to prospective in­
vestors without such information going 
further, they would be willing to submit 
such statements as the profit-and-loss 
account in full detail. On the other 
hand, they recognize the actualities of 
the situation in that whatever is pub­
lished becomes public property available 
to competitors who will probably study 
it much more closely than will the stock­
holders. Hence, very fine judgment must 
be exercised as to what information may 
be published which will not react to the 
detriment of investors and prospective 
investors.”
A lternatives S uggested
The committee suggested that the in­
terests of investors would be best served 
by eliminating the mandatory provision 
that sales and cost of goods sold be 
shown and permitting listed companies 
the following three alternatives when 
they believe that the interests of in­
vestors in their securities would be 
harmed by a more complete disclosure:
(a) Show sales and combine cost of 
goods sold with selling, administrative and 
general expenses;
(b) Show sales first as a memorandum 
only and then begin the statement with the 
net operating profit from the normal or 
ordinary operation of the business of the 
company;
(c) Show as the first item the gross 
profit and deduct therefrom the selling, ad­
ministrative and general expenses.
ACCOUNTANT APPOINTED TO 
FEDERAL POST
Charles J. Maxcy, of New York, a 
member of the American Institute of 
Accountants, has been appointed director 
of the accounting division of the public 
works administration, it was announced 
on February 2nd. In his new post, Mr. 
Maxcy will have charge of the auditing 
and accounting for all expenditures of 
the public works administration. His 
division will have headquarters at Wash­
ington and offices in every state.
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NEW REGULATIONS OF SECURITIES 
AND EXCHANGE COMMISSION
Form A-2 for registration of new se­
curities of so-called “seasoned corpora­
tions” under the securities act of 1933, 
issued during January, has been care­
fully considered by the Institute’s com­
mittee on cooperation with the securi­
ties and exchange commission and by 
accountants generally. The prevailing 
opinion is that the accounting and finan­
cial reporting requirements of the new 
form, in contrast with those of form A-1 
which it supplants in the case of cor­
porations with records of three years’ 
operations, should work no undue hard­
ship on corporations or their independent 
auditors.
Accountants have welcomed particu­
larly those provisions which allow for 
latitude in the method of presenting 
items in financial statements and in the 
manner of certification. It is held that 
the instructions governing the prepara­
tion of financial statements reflect an 
adequate appreciation of the nature of 
the work involved and a desire to avoid 
making requirements which might re­
tard the natural development of account­
ing principles.
The form became effective for regis­
tration of new issues of established cor­
porations on January 15th. It applies 
to those corporations which file profit- 
and-loss statements for three years and 
have in the past fifteen years paid divi­
dends on any class of common stock for 
at least two consecutive years, except 
that prior to March 16th, 1935, form 
A-1 may be used for statements of this 
class for which the rules otherwise per­
mit or prescribe form A-1.
The accounting and financial report­
ing provisions of form A-2 and its ac­
companying instructions closely resem­
ble those of form 10 for registration un­
der the securities exchange act of 1934, 
the promulgation of which was reported 
in the January issue of the Bulletin. On 
the other hand, there are certain note­
worthy differences between form A-2 and 
form A-1.
D iscussio n  by  Com m issioners
Since the promulgation of form 10 and 
form A-2, three members of the securi­
ties and exchange commission have made 
public addresses which have thrown light 
on the intent and probable effect of the 
new requirements. James M. Landis 
addressed members of the New York 
State Society of Certified Public Ac­
countants on January 14th, George C. 
Mathews spoke at Chicago at a meeting 
of the Illinois Society of Certified Pub­
lic Accountants on January 18th and 
Robert E. Healy spoke at a meeting of 
the Controllers’ Institute of America in 
New York on January 31st.
Mr. Landis described the two new 
forms, emphasizing particularly the flex­
ibility which they permitted in the pres­
entation of the data called for.
Form 10 the Basic Form
“Form 10 can be regarded as the basic 
form,” he said. “The new form A-2 has 
been modeled upon it, deviating only 
where the need for providing different 
and additional information for new se­
curity issues has called for such change. 
The later forms will in all likelihood fol­
low the same principle of basing them­
selves on form 10. The problem raised 
by prescribing such a form as this is, of 
course, that of bringing to the investing 
public adequate information as to the 
nature and the record of securities now 
listed on exchanges.” The task was to 
accomplish this result and at the same 
time to make no demands involving diffi­
culty or expense to which any corpora­
tion offering its securities for public in­
vestment could reasonably object. . . .
After discussing other provisions of 
the form, Mr. Landis turned attention 
to those which call for financial data.
Flexibility the Rule
“Here,” he said, “as distinguished 
from the forms earlier promulgated, 
flexibility is the rule. . . . We require 
the latest balance-sheet and the latest 
profit-and-loss statement, but, though we 
set forth an illustrative form, we spe­
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cifically permit the furnishing of these 
financial statements in any other form 
that will be as comprehensive and as ade­
quate. We set forth certain accounting 
terminology and accounting classifica­
tions, but we permit the use of other 
generally accepted terms and classifica­
tions. We call for consolidated balance- 
sheets and consolidated profit-and-loss 
statements, but we do not insist that all 
subsidiaries shall be consolidated; in­
stead, we ask for the adoption of such a 
principle of inclusion and exclusion as 
will, in the opinion of the officers of the 
corporation, best exhibit the financial 
condition of the registrant, and in lieu 
of complete consolidation the submission 
of separate financial statements as to 
those subsidiaries that the registrant has 
chosen to exclude. We do not prescribe 
the form of the auditor’s certificate; in­
stead, we ask for a certificate that shall 
be illuminating both as to the scope of 
the audit and the quality of the account­
ing principles employed by the regis­
trant. Or, again, in dealing with such 
a problem as the annual charges for 
maintenance and repairs and deprecia­
tion and amortization, we do not disturb 
the integrity of such an item as the cost 
of goods sold, where these charges, under 
the accounting procedures practised by 
a particular registrant, may be embraced 
within such an item. These and other 
examples are illustrative of flexibility 
employed in this portion of the form.”
Forms 10 and A-2 Compared
Comparing form 10 and form A-2, Mr. 
Landis said:
“The portion of A-2 that concerns it­
self with financial statements differs 
primarily from form 10 in only one re­
spect, and that is the requirement for 
profit-and-loss statements covering three 
years rather than one. Of the absolute 
necessity for this requirement there can 
be no doubt, for to purchasers of new 
securities an earnings record over a pe­
riod of years is, of course, essential. 
This change naturally brings some minor 
changes with it, such as slight adjust­
ments in the supporting schedules, which 
will incorporate in these schedules such
facts as the three-year audit of income 
readily brings out. Similarly a survey 
of the dividend record over this period 
and other like matters are required. 
With regard to the historical financial 
information . . . the requirements are 
the same; that is, a survey of certain 
specified accounts and certain specified 
practices, going back, however, to 1922, 
rather than merely to 1925, avoiding as 
form 10 does, the necessity for actual 
auditing over these past years but at the 
same time bringing about the disclosure 
of those practices whose effect upon in­
come is still present.
Forms A-1 and A-2 Compared
“Form A-2 is, I believe, a distinct ad­
vance over the earlier form A-1. Not 
only does it very materially lighten the 
difficulties and expense that were en­
tailed by meeting the earlier require­
ments, but it also furnishes the investor 
with more valuable and more current in­
formation. This, I feel sure, is bound 
to result both in a more informative and 
less cumbersome prospectus and very 
much less hesitancy on the part of busi­
ness executives and accountants in ac­
cepting the obligations of the securities 
act.”
The address of Mr. Mathews was 
largely in response to specific questions 
which had been submitted to him in ad­
vance. One of these which was discussed 
at length related to the provision of form 
10 that the information called for therein 
is a minimum requirement to which the 
registrant may add such further in­
formation as will contribute to an under­
standing of its financial condition and 
operations.
Furnishing of Additional Information
Mr. Mathews made it clear that the 
furnishing of such additional informa­
tion is optional with the registrant, 
though there may arise instances when 
such information must be furnished to 
comply with the requirements of the act. 
In such cases, he said, the information 
will usually be clearly material and there
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will be little question as to the proper 
procedure to follow. “If the registrant 
adopts the attitude that it wishes to give 
the information which is material rather 
than the attitude that it wishes to give 
as little information as it can and meet 
the technical requirements of registra­
tion, it should encounter no serious diffi­
culty.” He discussed hypothetical cases 
in which there might be some question 
as to the inclusion of specific items of 
information not required by the form, 
and he indicated that in each the deci­
sion would probably rest with the judg­
ment of the registrant as to the mate­
riality of the information to the prudent 
investor.
Certification of Schedules
Another question discussed by Mr. 
Mathews was the certification of sched­
ules by the independent auditor. He 
referred to the requirement of form 10 
that the resigtrant furnish schedules, 
such as those setting forth the funded 
debt of the registrant and its subsid­
iaries, which the auditor is not specif­
ically required to certify. He pointed 
to the corresponding schedules of form 
A-2 under the securities act and the re­
quirement therein that the auditor cer­
tify  to “the m atter in the registration 
statement proper to which a reference is 
required on the balance-sheet”. Refer­
ence to the schedules in question is re­
quired on the balance-sheet in both form 
10 and form A-2, he said, and the im­
plication is clear that in the absence of 
specific instructions the auditor for an 
issuer filing statements under form 10 
must certify all schedules offered in sup­
port of financial statements, whether ap­
pearing in the form proper or in compli­
ance with the instructions for financial 
statements.
Definition of “Independent Accountant”
The last question discussed by Mr. 
Mathews was the definition of an “inde­
pendent accountant” within the meaning 
of the securities exchange act. The ques­
tion asked was whether ownership of a
small block of the securities of the regis­
tran t would destroy the independence of 
the auditor in the eyes of the commis­
sion. The answer, Mr. Mathews said, 
would depend upon the circumstances of 
each case. He indicated that the mere 
holding of a small interest does not de­
stroy the independence of the accountant 
or of other experts, but he pointed to an 
early ruling of counsel for the federal 
trade commission, then administering 
the act, that if such a holding were more 
than nominal in amount the expert could 
not be deemed independent. The pres­
ent policy of the commission, he said, is 
to concern itself only with substantial 
holdings, but to take into consideration 
facts associated with any holding which 
might destroy the independence of the 
expert.
In his address at New York, Mr. Healy 
likewise responded to specific questions 
submitted in advance.
Balance-Sheets N ot S tatem ents of Value
He was asked whether, for the pur­
poses of adequate disclosure, it should 
be indicated on the balance-sheet that 
items therein were shown at amounts 
which do not necessarily represent real­
izable values. In response, Mr. Healy 
said that, although it might be advisable 
in some instance, it was not required by 
the regulations. He stated further that 
it seemed to him unfortunate that bal­
ance-sheets were believed by some to be 
statements of valuation rather than his­
torical records of financial events. He 
advised that, in view of the widespread 
misconception of the nature of financial 
statements, in some cases, especially 
where balance-sheet items are carried at 
an amount other than cost, it would be 
well to indicate in a foot-note the method 
of determining the amount.
Definition of “M aterial”
Mr. Healy was asked to define the 
word “material” as it is used in the two 
acts and their regulations. He reiter­
ated that the commission has defined the 
phrase “material information” as in­
formation of the kind which a man of
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reasonable prudence should require in 
forming a judgment of the value of a 
security as an investment. He recom­
mended this as a criterion of the mate­
riality of facts to be presented in finan­
cials statements for the purposes of the 
acts.
Segregation of Earned Surplus
In response to a question, Mr. Healy 
said that the required segregation of 
earned surplus from other kinds of sur­
plus need be made only if the segrega­
tion is made on the ledger. He qualified 
this, however, by saying that if a com­
pany had customarily made the segrega­
tion in its published financial statements 
and had done so in statements filed with 
an application for listing on an exchange, 
it should continue the practice.
Future Regulations
The following provisions, Mr. Healy 
said, were under consideration for inclu­
sion in future regulations:
To allow registrants the privilege of 
reserving any constitutional rights they 
might wish to claim.
To allow registrants in some circum­
stances to withdraw their registration 
statements under safeguards that would 
not interfere with the essential right in­
volved.
To allow corporations which find it 
impracticable to assemble all necessary 
information by the effective date for 
permanent registration, which is July 1,
1935, to complete their registration at a 
later date by filing supplemental state­
ments.
To allow corporations, whose fiscal 
years ended prior to December 31, 1934, 
which could obtain the information called 
for in form 10 only by a re-audit of their 
accounts, to complete their registration 
after their regular audit at the close of 
their next fiscal year.
To allow consolidation of foreign sub­
sidiaries whose fiscal years end at a date 
other than the fiscal year-end of the 
parent companies, provided the facts are 
disclosed.
Mr. Healy also said that the commis­
sion was pursuing studies of trading in 
unlisted securities on exchanges and that 
it would report on the subject to con­
gress on or before January 3, 1936. He 
said that at this time he could make no 
prediction as to the probable nature of 
the commission’s recommendations.
Form  of Certificate
The Institute’s special committee on 
cooperation with the securities and ex­
change commission, addressed, on Janu­
ary 16th, a letter to the members of the 
Institute in response to inquiries as to 
what changes in the form of accountants’ 
reports might be necessary or desirable 
because of the passage of the securities 
exchange act of 1934 and the regulations 
promulgated under it.
The committee advised that no changes 
in the form of certificate accompanying 
1934 annual reports to stockholders are 
necessitated by the act or its regulations 
and that the form approved by the Insti­
tute and endorsed by the stock list com­
mittee of the New York stock exchange 
would be appropriate for use in conjunc­
tion with annual reports to stockholders 
for 1934.
Copies of Forms Available
The Institute has received a limited 
number of copies of form 10 and form 
A-2 which are available to members. 
Copies may also be obtained by request 
from the securities and exchange com­
mission at Washington.
C. P. A. DEFINED
W ebster’s International D ictionary has 
for the first time defined the phrase, cer­
tified public accountant. In its latest 
edition it offers the following definition:
“An accountant who has met the require­
ments of a state law and has been given 
the state certificate and is permitted to use 
the designation, C. P. A.”
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AFFIDAVITS BY AGENTS PREPARING 
INCOME-TAX RETURNS
The Institute’s committee on federal 
legislation has received a number of in­
quiries relative to the form of affidavit 
required to be filed by accountants and 
other agents who assist taxpayers in the 
preparation of income-tax returns for 
the year 1934.
The form of affidavit required is as 
follows:
“I/we swear (or affirm) that I/we pre­
pared this return for the person named 
herein and that the return (including 
its accompanying schedules and state­
ments, if any) is a true, correct and 
complete statement of all the information 
respecting the income-tax liability and/ 
or excess-profits-tax liability of the per­
son for whom this return has been pre­
pared of which I/we have any knowl­
edge.”
It is the opinion of the committee that 
since the taxpayer himself is required 
by law to verify his return, it is within 
the authority of the bureau of internal 
revenue to require the agent preparing 
the return to sign an affidavit setting 
forth the essential facts relative to that 
performance. It is hardly likely, how­
ever, that one could legally be required 
to sign an affidavit which might be mis­
leading or even untrue.
The committee believes, therefore, that 
in cases where the prescribed form of 
affidavit is inappropriate, the require­
ments should be satisfied if the taxpayer 
attaches to his return a rider giving the 
information required of him, including 
an affidavit by the agent preparing the 
return which sets forth the salient facts 
relative to the preparation of the return.
The Institute’s committee has not sug­
gested any alternative forms of affi­
davits to cover various cases, but indi­
vidual accountants have devised the fol­
lowing forms to meet conditions which 
may arise:
I, (officer of the company), employed 
(agent), of (firm), to prepare the federal 
income tax return of (company), of (ad­
dress), covering the calendar year 1934, in
accordance with instructions given by me. 
I also consulted (name), of (address), as 
counsel in regard to some of the transac­
tions for the year.
(signed)
STATE OF :
: SS.
COUNTY OF :
I, (name of agent), acting on behalf of 
(firm), of (address), as adviser for (cli­
ent) affirm that pursuant to instructions 
received from (officer), (title), of (client), 
of (address), I prepared the attached re­
turn covering the calendar year 1934 show­
ing net income of $---------  and a tax lia­
bility of $--------- , on the basis of informa­
tion furnished by (client) in connection 
with an examination of the accounts of the 
company; that the information set out in 
the return and accompanying schedules 
correctly and fairly reflects the informa­
tion furnished to or discovered by me dur­
ing the course of the preparation of the 
return and that said information is true to 
the best of my information and belief.
(signed)
Subscribed and sworn to
before me this ------------
day of --------------- , 1935
(notary public)
I (officer of the company) employed 
Messrs. (agents), of (firm ), to prepare the 
federal income and excess-profits tax re­
turn of (client), of (address), covering 
the fiscal year ending April 30, 1934, in ac­
cordance with instructions given by me. I 
also consulted (name), of (address), as 
counsel in regard to some of the transac­
tions for the year.
(signed)
STATE OF :
: SS.
COUNTY OF :
I, (name of agent), acting on behalf of 
(firm), of (address), as adviser for (cli­
ent) affirm that pursuant to instructions 
received from (officer), (title) of (client), 
of (address), I prepared the attached re­
turn covering the fiscal year ending April
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30, 1934, showing a net income of $---------
and a tax liability of $--------- on the basis
of the information set forth in the report
dated ------------ , issued in connection with
an examination of the balance-sheet of the
corporation as at ------------— and of the
statement of profit and loss for the year 
ending on that date.
(signed)
Subscribed and sworn to
before me this ------------
day of --------------- , 1935
(notary public)
I, (name), of (address), employed 
Messrs. (name), of (firm), to prepare my 
federal income-tax return for the year 1934 
in accordance with instructions given by me.
(signed)
STATE OF :
: SS.
COUNTY OF :
I, (name of agent), acting on behalf of 
(firm), of (address), as adviser for 
(client), affirm that pursuant to instruc­
tions received from (client), of (address), 
I prepared the attached return covering the 
calendar year 1934 showing a tax payable 
of $--------- , on the basis of information fur­
nished by (client) without verification by 
me; that the information set out in the re­
turn and accompanying schedules correctly 
and fairly reflects the information fur­
nished to or discovered by me during the 
course of the preparation of the return and 
that said information is true to the best of 
my information and belief.
(signed)
Subscribed and sworn to
before me this ------------
day of --------------- , 1935
(notary public)
I, (name and address) prepared the at­
tached federal income-tax return showing a
net income of $---------on lin e ---------- from
data furnished me by the taxpayer covering 
the year ended December 31, 1934, without 
verification of the correctness of such data
or
as a result of an examination of the ac­
counts of the taxpayer as at December 31, 
1934
or
as a result of an examination of the ac­
counts of the taxpayer as at December 31, 
1934, without verification of the income and 
expense accounts,
or
(insert some other appropriate description 
of the basis of the return.)
and affirm that the information set forth in 
the return and accompanying schedules, if  
any, correctly and truly represents the in­
formation furnished to or discovered by me 
during the course of the preparation of the 
return, and that such information is true 
and correct to the best of my information 
and belief.
(signed)
Subscribed and sworn to
before me this ------------
day of --------------- , 1935
(notary public)
INSTITUTE PUBLICATION 
RECEIVES AWARD
Accounting Evolution to 1900, by A. 
C. Littleton, published by the American 
Institute Publishing Co., Inc., has been 
adjudged by the grand council of Beta 
Alpha Psi, national honorary accounting 
fraternity, the most noteworthy contri­
bution to accounting literature during 
the two years ended May 1 , 1934, it was 
announced during January.
Mr. Littleton is professor of account­
ing at the University of Illinois and is a 
member of the American Institute of Ac­
countants. He has received the scroll cus­
tomarily given to the authors of the 
books selected for the award.
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JAMES A. ELLIOTT
James Alexander Elliott, partner in 
the Boston firm of Elliott, Davis & Co., 
died on January 18, 1935, at the age of 
forty-one. Mr. Elliott was admitted to 
the Institute as an associate in 1919 and 
was advanced to membership in 1933.
He entered public accounting practice 
with the firm of Cooley & Marvin, of 
Boston, in 1915. In 1920 he became a 
partner in the firm with which he was 
associated at the time of his death.
Mr. Elliott held certificates as a certi­
fied public accountant from the states of 
Massachusetts, New Hampshire and 
South Carolina.
JOHN B. McCABE
John B. McCabe, of Wilmington, N. C., 
a member of the Institute since 1927, 
died on January 10th at the age of 57.
Mr. McCabe entered public accounting 
practice at Wilmington in 1912 and took 
an active part in the affairs of the pro­
fession. He held several offices, includ­
ing that of president, in the North Caro­
lina Association of Certified Public Ac­
countants, and served as chairman of the 
state board of accountancy. He received 
a certificate as a certified public account­
ant of North Carolina in 1913.
THE SOCIETY OF INCORPORATED 
ACCOUNTANTS AND AUDITORS
Officers and members of council of the 
American Institute of Accountants have 
been invited to attend a celebration of 
the fiftieth anniversary of the founda­
tion of the Society of Incorporated Ac­
countants and Auditors, to be held at 
London, England, April 3 to 5, 1935, in­
clusive. Ladies have been invited.
The executive committee of the Insti­
tute has requested that members of coun­
cil who may be in England at the time 
of the celebration notify the secretary of 
the Institute in order that the president 
may select representatives.
INDEPENDENT AUDITS UNDER BLUE- 
SKY LAW
The Institute’s special committee on 
appointment of auditors has called atten­
tion to certain sections of the Alabama 
securities act, providing for periodic fi­
nancial statements of issuers of securi­
ties, and sections of the regulations pro­
mulgated under the act, providing for 
the auditing of such statements by inde­
pendent public accountants. It has been 
noted with interest that these regula­
tions closely resemble regulations issued 
under the securities act of 1933.
Section 9890 of article 12, chapter 335 
of the code of Alabama, 1928, as amended, 
provides that issuers of securities must 
file with the state authorities, within 
th irty  days after the close of each quar­
ter and at such other times as may be 
required, statements setting forth their 
financial condition and the amount of 
their assets and liabilities.
Rule 7 of the regulations issued under 
this act, as amended August 15, 1934, 
provides that financial statements filed 
under the act, unless otherwise specified 
in the regulations, must be prepared and 
certified by “reputable, disinterested, 
public accountants.” Other portions of 
this rule which apply to accountants and 
their certificates are as follows:
(B) A c c o u n ta n ts
“Section 1. The commission, unless it 
otherwise specifically directs, will not rec­
ognize any person as a certified public ac­
countant who is not duly registered and in 
good standing and is entitled to practise as 
such under the accounting laws of the 
state, territory or country of his residence 
or principal office as such certified public 
accountant. The commission is not bound 
to recognize all such accountants; but re­
serves the right to reject any such. The 
commission moreover reserves the right to 
set up further standards and rules relat­
ing to this subject.
“Section 2. The commission will not rec­
ognize any such certified public accountant 
or public accountant as independent if  
such accountant is not in fact independent. 
Unless the commission otherwise directs, 
such accountant will not be considered in-
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dependent with respect to any person in 
whom he has any interest, directly or indi­
rectly, or with whom he is connected as an 
officer, agent, employee, promoter, under­
writer, trustee, partner, director, or per­
son performing similar function.
(C) Certificates by A ccountants, et al .
“Section 1. Any certificate by an inde­
pendent certified or public accountant with 
respect to any
“ (a) Application for registration of se­
curities (Alabama code, 1923, section 
9884) ;
“ (b) Application for exemption of secu­
rities (Alabama code, 1923, section 9879);
“ (c) Quarterly report (Alabama code, 
1923, section 9890);
“ (d) Application for cancellation of 
registration of securities and to be relieved 
from filing further reports (application for 
cancellation and discharge), (Alabama 
code, 1923, sections 9890 and 9891);
“ (e) Other financial report, required to 
be certified to by such accountant or ac­
countants, and to be filed with the com­
mission; and
“ (f) Any statements, papers and/or 
documents attached and/or used in connec­
tion with any of the foregoing 
shall be dated and shall conclude with a 
statement substantially to the following ef­
fect:
“Subject to the foregoing comments, we
(I) have, after reasonable investigation, 
reasonable grounds to believe and do be­
lieve, at the date of this certificate, that 
the statements contained in the attached 
asset and liability statements, trial balance 
and profit-and-loss statements, etc., truly 
and fairly reflect the application of ac­
cepted accounting practices and rule 7 of 
the rules of the state securities commission 
of Alabama, to the facts disclosed by our 
(my) investigation, and that there is no 
omission to state a material fact required 
to be stated therein or necessary to make 
the statements therein contained not mis­
leading.”
“Section 2. If in any case such account­
ant or other expert is unable to satisfy 
himself concerning the correctness of any 
item in any of the papers or documents re­
ferred to in section 1 of subdivision (C) of 
this rule 7, he shall refer to such item in 
his certificate and give appropriate ex­
planation thereof.
“Section 3. If anything comes to the at­
tention of such accountant or other expert, 
or he obtains knowledge of any facts which 
would make any of the material items 
therein untrue or indicate that there was 
an omission to state a material fact re­
quired to be stated or necessary to make 
the statements therein not misleading, he 
shall bring such immediately to the atten­
tion of the commission.
“Section 4. In determining what consti­
tutes reasonable investigation and reason­
able grounds for belief, the standard of 
reasonableness shall be that required of a 
prudent man in the management of his 
own property.
“Section 5. Where a partnership of certi­
fied or public accountants certifies to any of 
the statements, papers and/or documents 
referred to in this subdivision (C) of this 
rule 7, or any part thereof or any docu­
ment used in connection therewith, the cer­
tificate shall be signed with the partner­
ship name and by a member thereof.”
AUDITS FOR PROBATE COURTS
The Institute has been informed of the 
introduction in the Minnesota legislature 
of senate bill 310 which provides for the 
amendment and re-arrangement of the 
probate laws of that state. I t  is under­
stood that this bill would give effect to 
recommendations of the Minnesota bar 
association, including a provision for the 
appointment of independent public ac­
countants as auditors of estates in pro­
bate which was suggested by representa­
tives of the American Institute of Ac­
countants.
The revised probate code, as drafted 
by a committee of the bar association, 
provides as follows:
“The court may appoint an auditor in 
any matter involving an annual, partial 
or final account or the amount due on a 
claim or an off-set thereto. Such ap­
pointment may be made with or without 
notice and on the court’s own motion or 
upon the petition of the representative 
or of any person interested in the estate 
of guardianship.
“The auditor shall have the same 
power as the court to set hearings, grant 
adjournments, compel the attendance of
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witnesses and the production of books, 
papers, and documents and to hear all 
proper evidence relating to such matter. 
He shall report his findings of fact to 
the court.
“The auditor shall be allowed such rea­
sonable fees, disbursements and expenses 
as may be determined by the court and 
shall be paid by the representative as 
expenses of administration or guardian­
ship or by the person applying for such 
audit as the court may determine.”
While the matter was under considera­
tion the American Institute of Account­
ants was asked to investigate provisions 
for appointment of auditors by probate 
courts in other states. Through the spe­
cial committee on development of the 
Institute, including members in almost 
every state, information was obtained in­
dicating that appointment of public ac­
countants by probate courts, either as 
referees, executors or auditors is rare 
throughout the country, although in al­
most all states accountants occasionally 
perform engagements for estates at the 
direction of executors or of administra­
tors and sometimes of the beneficiaries. 
I t was learned that in two states probate 
courts had appointed independent audi­
tors as executors or administrators of 
estates. In eight states probate courts 
have authority to appoint auditors of 
estates.
I t is understood that under present 
practice in most places auditors may be 
engaged only when there is a motion 
made by the attorneys, the administra­
tors or the beneficiaries. If all inter­
ested parties do not join in the petition, 
the burden of expense falls on those re­
questing the audit. If courts were gen­
erally given authority to require audits 
in appropriate cases it would be at the 
expense of the estate and all final bene­
ficiaries would bear their share propor­
tionately. It is felt, too, that probate 
courts should have authority to utilize 
the services of professional accountants 
as referees in complicated cases involv­
ing accounting problems.
Members who may be able to contrib­
ute to the Institute’s information on this 
subject are requested to do so.
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PROVISIONS OF PUBLIC-UTILITY 
HOLDING-COMPANY BILL
As this Bulletin  goes to press it is 
learned that a bill was introduced in the 
federal senate and house of representa­
tives on February 6th to effect federal 
control over public-utility holding com­
panies, including a requirement that such 
companies submit to auditing of their ac­
counts by independent public account­
ants. Provision is also made for uniform 
methods of accounting.
The measure is known as the “public- 
utility holding-company bill” and is spon­
sored by the interstate-commerce com­
mittees of house and senate. One of its 
purposes, as described by the chairman 
of the house committee in published re­
ports, is to require “adequate reports 
and uniform standardized accounts, 
which will reveal rather than conceal the 
financial condition of companies and the 
nature of all intercorporate relation­
ships.”
After October 1, 1935, it would be 
made unlawful for a public-utility hold­
ing company, as defined in the act, to do 
business unless registered under section 
5 of the act, which provides, in part, for 
the filing of the following documents:
Balance-sheets for not more than the 
five preceding fiscal years, certified if  re­
quired by the rules and regulations of the 
commission by an independent pubic ac­
countant.
Profit-and-loss statements for not more 
than the five preceding fiscal years, certi­
fied if required by the rules and regula­
tions of the commission by an independent 
public accountant.
The commission referred to in this 
provision is the securities and exchange 
commission, which, with the federal 
power commission and the federal trade 
commission, would be charged with the 
administration of the various provisions 
of the act.
Stanley G. H. Fitch, of Boston, is serv­
ing as chairman of the accountants’ divi­
sion of the industry and finance committee 
in Boston’s emergency campaign of 1935.
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STATE LEGISLATION
The Institute has received informa­
tion of the introduction of the following 
bills affecting the accountancy laws of 
various states:
Ca l ifo r n ia
Assembly bill 965, introduced on Janu­
ary 24th, would define the powers of the 
state board of accountancy. The Insti­
tute has received no further information 
as to the provisions of the bill or its 
progress in the legislature.
Colorado
Senate bill 515, introduced on January 
16th, would amend the section of the 
compiled laws of Colorado which relate 
to the powers of the state board of ac­
countancy.
Georgia
A measure introduced as house bill 20 
and senate bill 48 would amend the exist­
ing accountancy law of the state by es­
tablishing a procedure for the state 
board of accountancy in the conduct of 
examinations, the issuance of certificates, 
keeping of records and other matters. 
It would also fix educational and experi­
ence requirements for the certified pub­
lic accountant certificate. The bill was 
introduced in the house on January 14th 
and in the senate on January 17th.
M isso uri
A bill to enact a two-class “restrictive” 
accountancy law in Missouri was intro­
duced in the legislature on January 10th 
as house bill 49. This bill would have 
the effect of repealing the existing law, 
which is of the non-restrictive type. The 
validity of certified public accountant 
certificates issued under the present law 
would be recognized and provision made 
for the issuance of such certificates in 
the future to applicants meeting the edu­
cational and experience requirements of 
the bill. I t is provided that persons en­
gaged in practice at the effective date of 
the act who apply before January 1,
1936, shall be registered as public ac­
countants. The bill provides for owner­
ship of working papers, for confidential 
relationship between accountant and cli­
ent and for reciprocity with the account­
ing authorities of other states.
House bill 282, introduced in the Mis­
souri legislature on February 1st, would 
provide for a waiver of examination for 
candidates for the certified public ac­
countant certificate who are graduates 
of accounting courses as conducted by 
reputable universities or colleges, pro­
vided the graduates have had three 
years’ experience in public practice on 
their own account or five years in the 
employ of reputable accounting firms. 
It would also provide for a waiver of 
examination to persons who have been 
in public practice for a continuous pe­
riod of ten years.
N ew  Y ork
A bill to enact a “restrictive” account­
ancy law of the two-class type was intro­
duced in the New York legislature as 
senate bill 336 on January 18th. It 
would prohibit unauthorized practice of 
accountancy and establish a procedure 
for the registration of certified public 
accountants and public accountants. The 
latter class would be open to all in prac­
tice on their own account or to employees 
of certified public accountants a t the 
time of enactment of the bill, to federal, 
state or municipal employees whose 
duties include the examination and 
verification of financial statements and 
to instructors in accountancy, account­
ing executives of private enterprises 
and graduates of schools of account­
ancy.
T e n n e s s e e
A bill introduced in the legislature of 
Tennessee, known as S. 78 and H. 120, 
provides that an applicant for the certi­
fied public accountant certificate who has 
served as a senior accountant on the 
staff of a certified public accountant in 
that state continuously for five years 
shall receive a credit of 25 per cent. in
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each subject upon which he is examined. 
It also provides for a waiver of examina­
tion to senior accountants who meet a 
prescribed experience requirement.
W a s h in g t o n
House bill 276, introduced on February 
5th, provides that applicants for licens­
ing as certified public accountants must 
meet certain experience requirements in 
addition to the education requirements.
W est  V ir g in ia
Senate bill 56, introduced on January 
28th, would enact a two-class “restric­
tive” accountancy law in West Virginia. 
It provides for waiver of examination 
and for registration as public account­
ants of persons who have been in prac­
tice for a period of eight months preced­
ing their application, who apply for reg­
istration within three months after July
1, 1935.
W y o m in g
Senate bill 80, introduced on January 
29th, would make it illegal to practise 
public accounting without state author­
ization and provides for the licensing of 
certified public accountants and public 
accountants. Certificates of authority to 
practise as public accountants would be 
issued to persons applying on or before 
July 1, 1935, who demonstrate that they 
were in public practice at the time of 
enactment of this act or were at that 
time employed in the federal, state or 
other governmental service as account­
ants.
ANNOUNCEMENTS
Edward Q. Kruchten, of Chicago, an­
nounces the opening of offices at suite 914 
Borland building, 105 South LaSalle 
street.
George S. Olive & Co., of Indianapolis, 
announce the removal of their offices from 
328 Chamber of Commerce building to 
quarters on the fifth floor of the same 
building.
Roy G. Abbey, of Salt Lake City, ad­
dressed members of the Executive associ­
ation of Salt Lake City, January 14th, on 
“Annual audits, their necessity and useful­
ness.”
Reynold E. Blight, of Los Angeles, has 
been elected a director of the Better Amer­
ica federation.
Howard L. Chambers has assumed office 
as city councilman of South Bend, Ind.
E. H. Griswold, of Boston, made two ad­
dresses on the revenue act of 1934 during 
January at meetings of the Rotary club at 
Waltham, Mass., and Brunswick, Me.
Louis D. Kork, of Portland, Ore., has 
been elected treasurer and trustee of the 
Portland better business bureau.
John S. Lloyd and Charles E. Stevens, 
of Indianapolis, have been appointed in­
structors in accounting at Butler univer­
sity.
Archie F. Reeve, of New York, is the 
author of the recently published book, 
Hospital Economics.
Max A. Simionescu, of Teaneck, N. J., 
addressed members of the Teaneck rotary 
club, January 2nd, on “The revenue act of
1934.”
G. A. Treadwell, of New Orleans, has 
been elected vice-president of the New 
Orleans parish school board.
O. V. Wallin, of Philadelphia, spoke on 
January 16th at a meeting of the Middle 
Atlantic lumbermen’s association on “Cost 
accounting requirements under the code.”
A. C. Woods, of St. Louis, has been ap­
pointed to the miscellaneous-tax subcom­
mittee of the legislation and tax committee 
of the St. Louis chamber of commerce.
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AMERICAN INSTITUTE OF ACCOUNTANTS
REGULAR MEETING OF COUNCIL
The regular spring meeting of coun­
cil of the American Institute of Ac­
countants will be held at the offices of 
the Institute, 135 Cedar Street, New 
York, at 10 A.M., April 8 , 1935. The 
council will consider reports of officers 
and committees and other business which 
may come before it.
D etroit
William H. Ball, chairman. 
Alexander S. Currie 
Merle A. Yockey
Meridian, Miss .
Robert H. Crook, chairman. 
Roy C. Brown
LOCAL SUBCOMMITTEES APPOINTED
The following local subcommittees 
have been formed, with the approval of 
the president, by members of the special 
committee on development of the Insti­
tute:
L ittle R ock
Raymond H. Rebsamen, chairman.
Robert H. McNair, Jr.
Frederick J. Venner
D enver
Ralph B. Mayo, chairman.
C. H. Fulton 
Archer D. Lewis 
David M. Watson
Jackson, Miss.
Dick D. Quin, chairman. 
Bertram Miller 
J. Acker Rogers 
W. Q. Sharp
Ka n sa s  City
James D. M. Crockett, chairman. 
Miller Bailey 
Tom C. Hansen 
Richard S. Wyler
St. Louis
August J. Saxer, chairman.
P. W. Murdock 
A. C. Woods
N ewark
Chicago
J. H. Gilby, chairman.
A. Himmelblau 
A. Johnson 
W. M. LeClear 
R. H. Morrison 
M. E. J. Papke 
Paul W. Pettingill 
M. J. Schmaus
Ind iana
Stephen S. Yeoman, chairman. 
George R. Beeler 
Robert N. Dedaker 
John E. Keough 
J. Russell Wharton
Abraham H. Puder, chairman. 
Samuel R. Cohen 
Harold Eppston 
Elmer L. Glover 
Ralph Johns
N ew  Y ork
Fred L. Main, chairman. 
Harold J. Beairsto 
William R. Donaldson
G. C. Hurdman 
Alexander F. Makay 
Louis H. Rosoff 
Fred W. Squires 
Elmer O. Stevens 
Morley Wolfe 
Fred. W. Wulfing
Baltimore
Ernest E. Wooden, chairman. 
Herbert L. Langrall 
John L. McKewen 
Henry E. Spamer 
Edward J. Stegman
Cleveland, O.
Robert E. Warren, chairman. 
George J. Lehman 
Karl K. Morris 
Howard G. Slagle 
Frank L. Zwemer
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Oklahoma City
T. Dwight Williams, chairman.
Oscar R. Davis
Marquis G. Eaton
Walter E. Paul
Lewis E. Wood
Tulsa
Boss T. Warner, chairman. 
George H. Abbott 
Burney Clack 
Everett P. Green 
W. I. Nicholson, Jr.
J. A. Padon
P hiladelphia
Clarence L. Turner, chairman. 
John Balch 
Frank S. Glendening 
J. Cyril McGarrigle 
Edward P. Moxey, Jr.
John C. Parry, Jr.
Joseph J. Pugh
K noxville
Elliott D. Adams, chairman. 
Buford A. Timmons
Mem ph is
Marvin O. Carter, chairman. 
Roscoe C. Clark 
Oliver P. Cobb
N ashville
Thomas M. McIntyre, chairman
H. C. Barry 
William M. Duncan
D allas
J. R. Nelson, chairman.
J. E. Hutchinson, Sr.
Joseph J. Skinner 
Leslie C. Nye
V irginia
Alfred N. Hilton, chairman 
Fred B. Hill 
W. P. Hilton 
J. A. D. Parrish 
R. J. Walker
SIR ARTHUR LOWES DICKINSON
Sir Arthur Lowes Dickinson died at 
London, England, on Thursday, Febru­
ary 28th, after a brief illness.
In the early days of the American As­
sociation of Public Accountants, prede­
cessor of the American Institute, Sir 
Arthur, then Mr. Arthur Lowes Dickin­
son, was an active participant in the 
formation and development of the na­
tional organization. At one time he 
served as honorary secretary and over a 
long period of years he was a member of 
many committees. During the drafting 
of the regulations under the first income- 
tax laws, he rendered great aid to the 
United States treasury department, and 
he was known throughout the country 
as one of the leading proponents of the 
modern conception of accountancy. His 
writings on accountancy occupy a promi­
nent place in the literature of the pro­
fession. Shortly before the great war, 
he retired from American practice, 
where he had been senior partner of 
Price, Waterhouse & Co., and returned 
to his native land. For services rendered 
during the war he was honored by his 
sovereign with the order of knighthood. 
After that time he was engaged in vari­
ous important surveys and investiga­
tions, notably an examination of the con­
dition of the railways of India.
He is survived by his widow and by 
two daughters.
ACCOUNTANTS CLUB OF AMERICA
Rules and regulations of the securities 
and exchange commission were the sub­
ject of discussion at a meeting of the Ac­
countants Club of America, held on Jan­
uary 29th at the New Yorker hotel, New 
York.
The speakers were Samuel J. Broad, 
Andrew Stewart and C. O. Wellington, 
who are members of the Institute’s spe­
cial committee on cooperation with the 
securities and exchange commission. The 
discussion dealt with the registration 
statement and the influence of registra­
tion regulations on financial statements 
of listed and unlisted companies.
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LIBRARY ACQUISITIONS
The library of the Institute announces 
the acquisition of the following books:
Accountants’ Reports, third edition re­
vised, by W. H. Bell; Ronald Press Com­
pany, N. Y., 1934.
Trade Associations, by W. T. Donald; 
McGraw-Hill Book Co., Inc., N. Y., 1933.
Principles of Accounting, vol. I intermedi­
ate, by H. A. Finney; Prentice Hall, N. Y., 
1934.
Principles and Practices of Financial Ac­
counting for Schools, by John Guy Fowlkes; 
E. M. Hale and Co., Milwaukee, Wisc., 1934.
Problems in Accounting, by H. C. Goet- 
tsche; McGraw-Hill Book Co., Inc., N. Y., 
1934.
Retail Accounting, by C. K. Lyons and 
N. A. Brisco; Prentice Hall, Inc., N. Y., 
1934.
Accounting for Corporations, by R. L. 
Mannix; R. L. Mannix, Boston, 1934.
Securities Exchange Act of 1934, by 
Meyer; F. E. Fitch, Inc., N. Y., 1934.
Municipal Accounting and Auditing, 
edited by Franklin F. Moore and J. Good­
ner Gill; Rider College, Trenton, N. J., 
1934.
Uniform Cost Accounting Manual; Paper 
Stationery and Tablet Manufacturers Asso­
ciation, Inc., N. Y., 1934.
Problems, Questions and Discussions 
Cases to accompany Cost Accounting, Prin­
ciples and Methods, by Charles Reitell; 
International Textbook Co., Scranton, Pa., 
1934.
Simplified Uniform Accounting System  
for Use in the Retail Lumber Industry; Re­
tail lumber and building material code 
authority, Washington, D. C., 1934.
Legal Reserves in American Banking, by 
R. G. Rodkey; University of Michigan, Ann 
Arbor, 1934.
Accounting (part I ) , by Stanley W. Row­
land and Brian Magee; Gee and Co., Ltd., 
London, 1934.
Uniform Accounting Manual for the Rub­
ber Manufacturing Industry, revised edi­
tion; Rubber Manufacturers Association, 
Inc., N. Y., 1933.
New York C. P. A. Problems and Solu­
tions—1924-33. New York C. P. A. Exam­
ination Review, by H. L. Seidman, 1934.
Life Insurance Accounts, by E. C. Wight- 
man; Life Office Management Association, 
Fort Wayne, 1934.
Cost Accounting, by R. S. Willcox; Busi­
ness Publications Co., Chicago, 1934.
NATIONAL COMMITTEE ON 
MUNICIPAL ACCOUNTING
A tentative report on studies of the 
terminology of municipal accounting has 
been issued by the national committee on 
municipal accounting, according to a re­
cent announcement. It was prepared by 
a special committee and contains defini­
tions of approximately three hundred 
terms.
The national committee, on which Lloyd 
Morey serves as representative of the 
American Institute of Accountants, is 
conducting studies of other problems of 
municipal accounting and expects to issue 
reports which together will form a com­
prehensive literature of this branch of ac­
counting.
The committee’s work pertaining to 
funds and balance sheets has not yet been 
completed. It will be available in prelim­
inary form, however, about June 1, 1935, 
and will tentatively recommend the fol­
lowing funds where needed: bond, gen­
eral, sinking, special assessment, trust 
and agency, special revenue, working cap­
ital, and utility funds. I t  has been tenta­
tively decided that a balance-sheet of the 
property accounts should be prepared in­
dependently of the various funds and 
should contain only the property accounts 
with offsetting statements of the city’s 
equity.
A new classification of municipal rev­
enues and expenditures is now under con­
sideration by the committee. I t  is de­
signed for purposes of state, local, and 
national reports and as a basis for cost 
accounting for various municipal activ­
ities.
The committee earlier established a 
few basic principles of municipal account­
ing for its guidance. These principles 
will be elaborated and restated and will 
be accompanied by a list of the minimum 
accounting requirements necessary to put 
them into use.
A tentative outline of the specifications 
for a detailed municipal audit and a bib­
liography of municipal accounting were 
published in 1934. The other materials 
mentioned above are all to be published in 
tentative form during the first half of
1935. The committee’s offices are a t 850 
East Fifty-eighth Street, Chicago.
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ANNOUNCEMENTS OF SECURITIES 
AND EXCHANGE COMMISSION
The following announcements have 
been released by the securities and ex­
change commission under the securities 
act of 1933 and the national securities 
exchange act of 1934:
Securities Act
Release No. 297, February 14, 1935—  
Exemption from registration of fractional 
undivided interests in oil, gas or other 
mineral rights extended until further no­
tice.
Release No. 296, February 15, 1 9 3 5 -  
Applicability of securities act to companies 
in reorganization under section 77B of the 
federal bankruptcy act; opinion of general 
counsel of commission.
Release No. 303, March 2, 1935—Rule 
as to date of balance-sheet for filing on 
form A-2.
Securities Exchange Act
Release No. 98, February 14, 1935—An­
nouncement of rules governing use of form 
10 for filing of applications for permanent 
registration of securities on national securi­
ties exchanges.
Release No. 100, February 15, 1935— 
Amendment of rules for permanent regis­
tration of securities on national securities 
exchanges.
The complete texts of these and other 
releases can be obtained by request from 
the securities and exchange commission, 
Washington, D. C.
R u l e s  for U se  of  F orm  10
In the Bulletin  for February 15, 1935, 
Robert E. Healy, member of the secu­
rities and exchange commission, was 
quoted as describing certain proposed 
amendments to the requirements for 
permanent registration on national se­
curities exchanges which were under 
consideration by the commission. On 
February 14th and 15th these contem­
plated amendments were given effect in 
the promulgation of rules for the use of 
form 10, which included amendments to 
the instruction book accompanying that 
form.
In its release of February 14th, the 
commission says, in part:
“Under these rules, form 10 is to be 
used by all corporations seeking perma­
nent registration of their securities, ex­
cept the classes of corporations specifi­
cally excluded from the use of this form, 
such as banks, insurance companies, car­
riers and the like, for which other forms 
will shortly be prescribed.
“Corporations which had any securi­
ties listed on an exchange as of October
1, 1934, and which securities were tem­
porarily registered under the rules of the 
commission providing for such tempo­
rary registration, are to use form 10, 
supplying balance-sheets and profit-and- 
loss statements for their fiscal year end­
ing not prior to December 31, 1934. In 
the case of those corporations whose fis­
cal years end on some date later than 
December 31, 1934, financial statements 
need not be filed as of the time that 
registration is sought, if the corporation 
agrees to file such statements within 93 
days after the close of its fiscal year. 
Thus a company whose fiscal year ends 
on September 30th may apply for regis­
tration by agreeing to file its financial 
statements within 93 days after Septem­
ber 30, 1935. Other information called 
for by form 10, which is dependent upon 
the financial statements, may be simi­
larly delayed. By this means all corpora­
tions, irrespective of when their fiscal 
year ends, may acquire permanent regis­
tration by July 1, 1985.
“To facilitate prompt application for 
registration, the commission has permit­
ted the filing of statements even though 
initially incomplete if the registrant 
agrees to correct the omissions at an 
early date. Furthermore, to facilitate 
examination of these statements both by 
the exchange and by the commission, 
provision is made for the submission of 
partial statements without actual filing. 
Thus, prior to actual filing and without 
the incomplete statement becoming a 
public record, an examination of the por­
tion submitted can be made. Thus, upon 
the filing of the subsequent portion of the 
statement, examination is made much 
simpler and registration can be readily 
expedited. Corporations are urged to take
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advantage at an early date of this right to 
submit statements in a partially finished 
form so as to facilitate the work of ex­
amination both by the exchanges and the 
commission.
“Corporations which had no securities 
listed on an exchange prior to October 1,
1934, are also to use form 10, with the 
difference that a three-year instead of 
one-year audit is required. But to encour­
age prompt registration of issues that 
have not hitherto been listed on an ex­
change, either having been dealt in only 
in the over-the-counter markets or on the 
unlisted department of an exchange, the 
commission has provided that these corpo­
rations may, until July 1, 1936, apply for 
registration upon essentially the same 
basis as corporations already listed on an 
exchange. They need thus furnish only 
a one-year audit, provided that the com­
mission finds that, like issues on an ex­
change, the issue whose registration is 
sought or one junior thereto has been 
generally dealt in by the public and that 
the corporation for the past five years has 
furnished its security-holders reasonably 
informative financial statements. The ef­
fect of this is that corporations with sea­
soned securities, which have hitherto not 
had their securities listed, are given the 
opportunity to obtain registration and an 
exchange market.
“Certification of financial statements 
by independent auditors is required, but 
when a listed corporation has not hitherto 
had such auditing and its introduction at 
the outset would be unduly burdensome, 
it can be dispensed with for the first year 
if the corporation thereafter agrees to 
have its financial statements audited by 
independent accountants.
“Provision is made for the consolida­
tion of statements of subsidiaries when 
their fiscal year ends a few months earlier 
than the fiscal year of the parent.
“Incorporation by reference of financial 
material filed under the securities act, 
corresponding to that required by form 
10, is expressly permitted, thus making it 
unnecessary for a corporation to dupli­
cate the required financial statements.
“Corporations are expressly permitted 
to reserve any constitutional right or 
claim they may possess in applying for 
registration. They are also assured that
by the act of applying for and acquiring 
registration they will not be subjected to 
additional obligations without their con­
sent. If  any such additional obligation is 
imposed upon them in the future, the cor­
poration may within 30 days file a request 
for the expiration of registration and reg­
istration will automatically expire before 
the corporation can be requested to as­
sume this obligation. Thus all corpora­
tions can at any time adequately deter­
mine in advance of registration the nature 
of the obligations that registration en­
tails.
“Provisional registration on form 7 is 
still permitted for 90 days so that no dis­
turbance may be produced by the intro­
duction of form 10. Furthermore, any 
issuer seeking the registration of securi­
ties for which no form has been provided 
is still to use the provisional method of 
registration on form 7 until an appropri­
ate form shall have been authorized.
“Form 7 has been simplified by elim­
inating the requirement for the filing of 
the corporation’s latest annual report. In 
most cases such reports were prepared 
before the publication of form 10 indi­
cated the type of financial statement de­
sired by the commission. The form has 
also been modified by limiting the require­
ment for specimens of securities and 
underlying indentures to those relating 
solely to the securities to be registered, 
and by eliminating a requirement for the 
filing of an opinion of counsel.
“A new rule makes clear that the sus­
pension of a security from trading by an 
exchange, pursuant to its own rules, will 
not terminate the registration of the se­
curity.”
On February 15th, the commission an­
nounced further amendment of its rules, 
as follows:
“Following the announcement of the 
rules, it was brought to the attention of 
the commission that certain corporations 
which have no securities presently listed 
had already undertaken audits and pre­
pared provisional applications for regis­
tration complying with the requirements 
of form 7. The commission’s new rules 
terminated immediately the right of such 
corporations to obtain provisional regis­
tration, and the new rules have been 
amended to permit provisional registra­
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tion by such companies, the same as by 
issuers of listed securities, until May 15,
1935.
“The attention of the commission was 
also directed to the fact that one of its 
amendments to the instructions to form 10 
for corporations would prevent companies 
which have no securities listed from ob­
taining any registration until after the 
conclusion of the audit of their fiscal year 
ending on or after December 1, 1934, un­
less financial statements for a three-year 
period should be furnished, although such 
companies might otherwise comply with 
the commission’s provisions for furnish­
ing statements for only a one-year period. 
By permitting the provisions for delay 
in filing financial statements which are 
applicable to listed companies to apply to 
companies which have no securities listed, 
the extra burden which might thus have 
resulted from the new rules has been 
eliminated.”
The securities and exchange commis­
sion on March 2nd promulgated a rule 
describing certain conditions under which 
financial data need be submitted only as 
of a date within six months of the date of 
filing a registration statement. The rule 
follows:
“The balance-sheets required under the 
heading ‘Financial statements of the regis­
trant and its subsidiaries’ in the ‘Instruc­
tions as to financial statements’ in the in­
struction book for form A-2 for corpora­
tions need be only as of a date within six 
months of the date of filing the registration 
statement if all of the following conditions 
are met:
(1) The offering of the securities regis­
tered is primarily for the purpose 
of refunding outstanding obliga­
tions not in refault;
(2) The total assets of the registrant, 
as shown by the balance-sheet of 
the registrant filed with the regis­
tration statement, amount to $10,- 
000,000 or more;
(3) The registrant has at least one class 
of its securities not senior to that 
for which registration is sought 
registered on a national securities 
exchange;
(4) The securities registered are bonds 
or other evidences of indebtedness.”
PROVISIONS OF CORPORATION 
LICENSING BILL
A bill to provide for the federal licens­
ing of corporations engaged in interstate 
or foreign commerce, introduced on Jan­
uary 10th as senate bill 579, has been 
under consideration by the Institute’s 
special committee on federal corporation 
law. The bill, which has been referred 
to the senate committee on the judiciary, 
would require corporations licensed un­
der its provisions to file periodic reports 
of financial condition with the federal 
trade commission and would empower 
the commission to require by rules that 
these reports be certified by independent 
public accountants.
Following is the section of this bill 
which provides for reports and examina­
tions :
“Sec. 5 (a). Each corporation which ob­
tains a license under this act shall make an 
annual report to the commission, certified if 
required by the rules and regulations of the 
commission by independent public account­
ants, which shall contain such information 
with respect to the organization, capitaliza­
tion, properties, earnings, profits, dividends 
and business methods of the corporation, as 
the commission may prescribe as necessary 
or appropriate in the public interest or 
for the protection of investors. Each such 
corporation shall also make such special re­
ports, similarly certified, as the commission 
shall from time to time require for the pur­
pose of keeping itself informed with respect 
to the operations of the corporation, and in 
the event that any such corporation shall 
increase its capital or issue any bonds, 
notes, debentures or similar obligations, it 
shall submit a statement with respect 
thereto to the commission. The commission 
may prescribe, in regard to reports and 
statements made pursuant to this section, 
the form or forms in which the required 
information shall be set forth, the items 
or details to be shown in the balance-sheet 
and the earning statement, and the methods 
to be followed in the preparation of reports, 
in the appraisal or valuation of assets and 
liabilities, in the determination of deprecia­
tion and depletion, in the differentiation of 
recurring and non-recurring income, in the 
differentiation of investment and operating 
income, and in the preparation, where the 
commission deems it necessary or desirable, 
of separate and/or consolidated balance- 
sheets or income accounts of any person 
directly or indirectly controlling or con-
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trolled by the corporation, or any person 
under direct or indirect common control 
with the corporation; but in the case of the 
reports and statements of any corporation 
whose methods of accounting are pre­
scribed, or whose securities are registered, 
under the provisions of any law of the 
United States, or any rule or regulation 
thereunder, the rules and regulations of the 
commission with respect to such reports 
and statements shall not be inconsistent 
with the requirements imposed by such law 
or rule or regulation in respect of the same 
subject matter.
“ (b). The commission is further author­
ized to provide for periodical or special ex­
aminations of the corporations which obtain 
licenses under this act and to establish a 
schedule of reasonable fees for such exam­
inations and for the issuance of licenses 
under this act. All such fees shall be col­
lected by the commission in such manner 
as it may direct, and the amount of all fees 
so collected shall be covered into the treas­
ury as miscellaneous receipts.”
A ccountancy T w enty-five 
Y ears Ago
The following resolution, introduced by 
the delegation of the American Associa­
tion of Public Accountants, was unani­
mously adopted by the Conference on 
Uniform Legislation, held at Washing­
ton, according to The Journal of A c­
countancy for March, 1910:
“WHEREAS, some twenty-one states 
have enacted laws regulating the profes­
sion of public accountancy, all of which 
seek to attain the same ends but differ 
in important particulars as to standards 
and requirements, and
“WHEREAS, the proper regulation of 
the profession of accountancy is a sub­
ject of rapidly growing importance to 
the business community, therefore be it 
“RESOLVED, that this conference 
heartily commends the principle of uni­
formity in certain public accountancy leg­
islation, which should in every case re­
quire adequate standards as to education 
and training for admission and should 
provide suitable punishment for unpro­
fessional conduct.”
AUDITS OF RAILROAD ACCOUNTS
The possibility that, by the authority 
of the securities and exchange commis­
sion, independent auditing may be made 
a requirement for the listing of securities 
of railroad companies on national securi­
ties exchanges was reported recently in 
the Wall S tree t Journal.
It has been known for some months 
that the stock-list committee of the New 
York stock exchange is endeavoring to 
bring railroad and other transportation 
companies under its requirement for in­
dependent auditing which has been ap­
plied generally to industrial companies. 
Apparently the first railroad company 
whose securities were admitted to listing 
under this provision was the Chicago and 
Western Indiana railroad company, whose 
agreement with the exchange was men­
tioned editorially in the October issue of 
The Journal of Accountancy.
Following is the text of the article in 
the Wall S tree t Journal:
“Independently audited and more clari­
fied railroad reports to stockholders prob­
ably will be asked shortly as a requirement 
for listing privileges of carrier securities 
on the principal exchanges.
“While section 13 of the securities ex­
change act of 1934 exempts railroads from 
filing with the securities and exchange com­
mission independently audited reports such 
as are required of industrial corporations, 
it is pointed out that the act does not have 
any provision which could prevent the com­
mission from demanding them.
“It is known that the New York stock 
exchange long has been dissatisfied with 
the form of presentation of the earnings of 
railroads but has exempted the rails from 
the requirements of industrials because of 
the ICC uniform reporting forms. Cur­
rently, the stock exchange is formulating a 
standardized system for consolidated re­
ports by oil companies. It is believed that 
the next step in this regard will be a study 
by the exchange in drawing up a standard­
ized method of railroad reports to it.
“Many investors hold that while rail­
roads in their annual reports give a wealth 
of detail concerning their operations, which 
are in reality summaries of reports made 
to the interstate commerce commission, 
many of the accounts are obscure. Another 
factor which has caused adverse comment 
is the matter of year-end adjustments.
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“Profit-and-loss accounts of the rails also 
have been criticized. It is pointed out that 
some of the roads take out of the profit-and- 
loss account items which are in reality a 
fixed charge, while any credit is usually 
added to ‘other income’ in the current earn­
ing account.
“Much unfavorable comment developed 
as long ago as 1929 when the carriers re­
ceived back mail pay from the government 
which covered operations of some three 
years. A majority of the carriers took this 
credit into their surplus accounts, but other 
roads put it into current earnings.
“The majority of the carriers are ex­
pected to give stiff opposition to any new or 
additional accounting work. Expenses of 
the carriers in making voluminous reports 
to the various sections of the ICC besides 
to other governmental agencies, particu­
larly when seeking funds, already are large. 
Also, it is believed that, if audited accounts 
were required of railroads for listing pur­
poses, many of the carriers, particularly 
those whose securities are more or less in­
active, might relinquish listing privileges.”
ACCOUNTING FOR INSTITUTIONS OF 
HIGHER EDUCATION
A volume entitled Financial Reports 
for Colleges and U niversities, which is 
the final report of the national committee 
on standard reports for institutions of 
higher learning, has been received at the 
offices of the Institute.
The committee, of which Lloyd Morey, 
a member of the Institute, has served as 
chairman from the beginning, was or­
ganized in 1930 at the suggestion of the 
United States office of education. Its per­
sonnel included representatives of six na­
tional organizations in the field of edu­
cation. From time to time it has pub­
lished bulletins and preliminary reports, 
which are all replaced by the final report, 
whose publication brings the work of the 
committee to a close.
H. C. Goettsche, of Chicago, addressed 
members of the American brewers associa­
tion, February 6th, on “Brewery accounts 
and costs.” He is the author of an article 
entitled “Comparative brewery costs, 1933- 
34,” which appeared in the January issue 
of The Brewery Age.
AUDITS OF STATE COMMISSIONS 
BY INDEPENDENT ACCOUNTANTS
Reports on audits of two state commis­
sions by independent public accountants 
have been received at the offices of the 
Institute. The commissions are the Mon­
tana relief commission and the Missis­
sippi state tax commission and the au­
diting firms are, respectively, Rowland, 
Thomas & Co., and W. Q. Sharp & Co. 
The principals in each firm are members 
of the American Institute of Accountants.
The investigation of the Mississippi 
state tax commission included not only 
an audit of the accounts but a survey of 
personnel, policies, public relations and 
all details of the operation of the commis­
sion. The scope of this investigation, as 
described in the audit report, was as fol­
lows:
“a. A verification of recorded receipts of 
revenue under the several laws adminis­
tered, tracing such receipts through proper 
depositories into the state treasury.
“b. A substantial verification of the cor­
rectness of the records by a test-check of 
the supporting files, reports, returns and 
correspondence relating to the tax liabil­
ity of individual taxpayers.
“c. A verification of the records main­
tained by the commission by comparison 
with those maintained by the state treas­
urer and by confirmation of depositories 
with respect to funds held to the credit of 
the state treasurer under special account.
“d. An exhaustive inquiry into the dili­
gence of division heads in the discovery and 
collection of revenue arising under the laws 
administered.
“e. A detailed inquiry and accounting for 
the expenditures under funds appropriated 
or otherwise provided for the maintenance 
and support of the commission, extending 
this inquiry into both the occasion and pro­
priety of such expenditures.”
In announcing the completion of the 
audit and the submission of the account­
ants’ report to the governor and the state 
legislature, the chairman of the Missis­
sippi commission stated that independent 
audits would be made annually there­
after.
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STATE LEGISLATION
The Institute has received information 
that bills which would affect the existing 
accountancy laws have been introduced 
in the legislatures of twenty-one states. 
Following is a brief summary of these 
bills and their progress in the legisla­
tures :
A l a sk a
A bill to create a board of accountancy 
in Alaska was introduced in the terri­
torial legislature on March 1st but was 
indefinitely postponed by the house of 
representatives on March 5th. This was  
house bill 108. The accountancy law of 
Alaska, which provided for the issuance 
of certificates to certified public account­
ants, was repealed in May, 1933.
A r k a n s a s
Senate bill 494, introduced in the legis­
lature of Arkansas on March 4th and 
placed on the calendar without reference 
to committee, would permit persons en­
gaged for five years in auditing for state 
or federal departments to be examined 
orally for certificates as certified public 
accountants.
A rizona
Senate bill 129, prescribing regulations 
for the practice of public accounting, was 
introduced in the Arizona legislature on 
February 21st. This bill would permit 
the issuance of certified public account­
ant certificates without examination to 
persons who have been in active practice 
within the state for a continuous period 
of ten years after receiving certificates 
of authority to practice as public ac­
countants.
Ca l ifo r n ia
An accountancy bill of the two-class 
“restrictive” type was introduced in the 
California legislature as assembly bill 
965 on January 25th, as reported in the 
Bulletin  for February 15th. The bill was 
referred to the committee on govern­
mental efficiency, where it is still under 
consideration, according to the last report 
received by the Institute.
Colorado
Senate bill 515, introduced in the Colo­
rado legislature on January 16th, would 
amend the section of the existing law 
which empowers the state board of ac­
countancy to revoke certificates by em­
powering it also to reinstate persons 
whose licenses have been revoked. The 
latest report received by the Institute was 
that the bill was still under consideration 
of the committee on state affairs and pub­
lic lands.
Co n n e c t ic u t
The Institute has been informed of the 
introduction of house bill 553 in the leg­
islature of Connecticut, which would pro­
vide for the licensing of public account­
ants. The bill was introduced in skeleton 
form only and the precise nature of its 
provisions has not yet been learned. It 
is not sponsored by the Connecticut So­
ciety of Certified Public Accountants.
Georgia
The accountancy bill before the legis­
lature of Georgia, known as house bill 20 
and senate bill 48, has been passed in the 
senate and read for the second time in the 
house of representatives. It was intro­
duced on January 14th.
The bill would amend the existing law 
by prescribing experience and education 
requirements for the certified public ac­
countant examination and would estab­
lish a procedure to be followed by the state 
board of accountancy in the administra­
tion of the law. The proposed amend­
ments would provide that candidates for 
examination must have completed a four- 
year high-school course and have prac­
tised continuously for three years pre­
ceding application. Certain credits to­
ward the experience requirement would 
be allowed for technical education, for ex­
perience in auditing with state or federal 
departments and for interrupted public 
accounting practice. The bill would also 
provide for reciprocity with accounting 
authorities of other states and for an­
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nual registration of accredited account­
ants of other states desiring to practise 
in Georgia.
K a n s a s
A bill of the two-class restrictive type 
has been introduced in the legislature of 
Kansas as house bill 568 and senate bill 
377 and, according to the latest informa­
tion received by the Institute, has been 
reported favorably by the senate commit­
tee on federal and state affairs. It is 
similar to house bill 49 introduced in the 
legislature of Missouri.
It provides for examination for the cer­
tified public accountant certificate and for 
registration as public accountants of per­
sons applying before January 1, 1936, 
who were in practice on the effective date 
of the act and shall have practised con­
tinuously since that date or who were in 
responsible charge of accounting engage­
ments as employees of certified public 
accountants immediately preceding the 
effective date of the act.
It further provides that any person 
who has continuously maintained an of­
fice and practised public accounting in the 
state for ten years shall be styled a cer­
tified public accountant.
While there is a provision allowing 
accredited accountants of other states to 
enter the state in pursuance of tempo­
rary engagements, under the terms of the 
bill no person or partner or officer of a 
corporation would be permitted to pub­
lish a report as having been prepared by 
a certified public accountant or public ac­
countant unless such report was pre­
pared by a certified public accountant 
or a public accountant registered under 
the law of Kansas. There are provisions 
for accountants’ ownership of working 
papers, confidential relations between ac­
countant and client and recognition of 
certificates issued by other states.
M isso uri
House bill 49 was passed in the house 
on February 21st and read for the second 
time in the senate on February 25th. As
reported in the Bulletin  for February 
15th, this bill is of the two-class restric­
tive type and would admit to practice as 
public accountants all in practice on the 
effective date of the act who apply before 
January 1, 1936. It provides for recog­
nition, under certain conditions, of cer­
tificates granted by the authorities of 
other states, rather than for “reciproc­
ity” with other states, as stated in the 
Bulletin  for February 15th.
House bill 282 was read for the second 
time in the house of representatives on 
February 5th. This bill would provide 
for issuance of C.P.A. certificates with­
out examination to persons who have 
been in continuous practice for ten years 
and to certain other persons.
M o n t a n a
Senate bill 111, introduced in the Mon­
tana legislature on February 12th, which 
provides for the issuance of certificates 
as certified public accountants without ex­
amination to persons who have been con­
tinuously engaged in public accounting 
practice for a period of five years before 
making application, has passed both 
chambers of the legislature and was ap­
proved by the governor on March 2nd. 
The text of the new law will be quoted 
in a subsequent issue of the Bulletin.
N ew  H a m p s h ir e
House bill 325, introduced in the New 
Hampshire legislature on February 20th 
and referred to the committee on the ju­
diciary, would replace the accountancy 
law of 1904. It provides for the creation 
of a state board of accountancy, sets edu­
cation and experience requirements for 
examination for the certified public ac­
countant certificate, establishes a proce­
dure for the administration of the law 
and provides for accountants’ ownership 
of working papers, privileged communica­
tions, and reciprocity with accounting au­
thorities of other states. The existing 
law is administered by the state bank 
commissioner.
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N ew  Y ork
Senate bill 336, the two-class restric­
tive bill introduced in the New York leg­
islature on January 18th, as reported in 
the February Bulletin, after remaining in 
committee for six weeks was re-intro­
duced in the senate on March 4th as 
senate bill 1532.
Another bill, known as assembly bill 
1299, which provides for the issuance of 
certified public accountant certificates 
without examination to persons who had 
had ten years’ public accounting expe­
rience prior to January 1, 1930, was in­
troduced on February 14th.
Both bills are opposed by the New York 
State Society of Certified Public Account­
ants.
N orth  D a k o ta
House bill 240, relating to examina­
tion for the certified public accountant 
certificate, was introduced in the North 
Dakota legislature on February 14th and 
indefinitely postponed on February 20th.
Oh io
A bill of the two-class restrictive type, 
known as senate bill 288, was introduced 
in the Ohio legislature on February 21st. 
It provides for examination and certifica­
tion of persons qualified by education and 
experience and for registration of per­
sons in practice prior to passage of the 
act, restricting practice thereafter to per­
sons so accredited. In addition it pro­
vides that all persons qualified for regis­
tration who shall apply for examination 
as certified public accountants shall re­
ceive an advance credit of fifteen points 
in each examination subject for each year 
of experience in the practice of public 
accounting. The bill also provides for 
privileged communications and recogni­
tion of certificates of other states with 
equivalent standards. The measure is 
opposed by the Ohio Society of Certified 
Public Accountants.
O k l a h o m a
Senate bill 171, introduced in the Okla- 
home legislature on February 14th, would 
amend the present law to permit oral ex­
amination of candidates for the certified 
public accountant certificate who are not 
less than thirty-five years of age, have 
been in practice for ten years on their 
own behalf or in the employ of certified 
public accountants and are otherwise 
qualified under the law. It would also 
provide for confidential relations between 
accountant and client and for account­
ants’ ownership of working papers.
R hode Is l a n d
Senate bill 94, now in the Rhode Island 
legislature, would place the administra­
tion of the state accountancy law under a 
board of three certified public account­
ants to be appointed by the chief of the 
division of banking and insurance of the 
department of taxation and regulation.
T e n n e s s e e
No action beyond that reported in the 
February Bulletin  has been taken on the 
measure known as house bill 120 and sen­
ate bill 78 now before the legislature of 
Tennessee, according to the latest infor­
mation of the Institute. The bills would 
provide for allowance of credit of 25 
per cent. toward passage of the C.P.A. ex­
amination for five years’ experience and 
would permit waiver of examination to 
persons who had been in practice for five 
years continuously at the effective date of 
the act. It is understood that action has 
been deferred until amendments can be 
drafted.
T ex a s
An accountancy bill of the two-class re­
strictive type has been introduced in the 
Texas legislature as house bill 518. It 
provides that after one year from the 
passage of the act it shall be unlawful for 
any person who has not received a cer­
tificate as a certified public accountant or 
been registered as a public accountant to 
practise in the state. Persons in prac­
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tice a t the passage of the act who applied 
within ninety days thereafter could be 
registered as public accountants. Edu­
cation and experience requirements for 
examination would be established and 
provision would be made for recognition 
of certificates of states having equivalent 
standards, for confidential relations be­
tween accountant and client and for ac­
countants’ ownership of working papers. 
It is also provided that accredited ac­
countants of other states may enter in 
pursuance of temporary engagements in­
cident to their practice without the state 
provided they name a resident agent.
W a s h in g t o n
House bill 276, whose introduction in 
the Washington state legislature was re­
ported in the February Bulletin, was 
passed in the house of representatives on 
February 22nd. It would establish expe­
rience requirements for examination for 
the certified public accountant certificate.
On February 18th senate bill 262, which 
would make it unlawful after May 1st to 
practise as a public accountant without 
a state licence, was introduced. This bill 
apparently would abolish the designa­
tion, “certified public accountant,” repeal 
the existing laws and establish a licence 
as the only state-recognized credential.
W est  V ir g in ia
Senate bill 56, a two-class restrictive 
bill, reported in the February Bulletin  as 
having been introduced on January 28th, 
was passed in the senate on February 
28th but was referred by a house commit­
tee to the chamber of origin for recon­
sideration on March 1st. It failed of 
passage on reconsideration.
W y o m in g
The two-class “restrictive” bill intro­
duced in the Wyoming legislature on Jan­
uary 29th as senate bill 80 and reported 
in the February Bulletin  was indefinitely 
postponed on February 6th.
WHAT ACCOUNTANTS ARE SAYING
L im it a t io n s  of R eports
At a meeting of Beta Alpha Psi, honor­
ary accounting fraternity, at Northwest­
ern university, Robert E. Payne, of Chi­
cago, called attention to some of the lim­
itations of accountants’ reports.
“Terminology used in practice is not as 
well established as it should be and the 
basis of report preparation is not uni­
form,” he said. “Both of these tend to 
obscure comparison. Possibly more im­
portant is the needed education of the 
public itself, for it must be made to un­
derstand that accounting is far from be­
ing an exact science, and that values de­
pend on conditions as well as judgment. 
Plant and property have one value as 
junk and another a t cost and still an­
other in replacement value or in use by a 
going concern. Accounts receivable are 
collectible or not depending upon circum­
stances. Judgments, though based upon 
circumstances, past performances and 
experience, may differ in the determina­
tion of value, and yet each valuation may 
be fairly accurate. Balance-sheets (of­
ten spoken of as cross-sections of a given 
business at a given time) are really his­
torical.
“Do not understand me to say that the 
profession is failing to meet these prob­
lems. The progress is not as rapid as 
some would wish it, but committees of the 
American Institute of Accountants, the 
American Society of Certified Public Ac­
countants and the various state societies 
are grappling with these problems daily 
and are advising with government regu­
latory bodies on every possible occasion. 
The frequently published reports of these 
committees should be of particular inter­
est to all students of accounting.”
U n ifo r m  A cc o u n t in g
What extent of uniformity in account­
ing methods for governments is desir­
able?
Walter A. Darby, New Jersey state au­
ditor, discussed the question at a recent 
meeting of the National Association of
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State Auditors, Comptroller and Treas­
urers.
“Uniformity in accounting has been a 
Shibboleth, particularly in governmental 
accounting, for many years,” he said, “but 
it has proven to be very much a will-of- 
the-wisp. . . .  One of our difficulties, I be­
lieve, has been that we have not realized 
that it is necessary to start at the bottom, 
which is a common terminology. Then, 
in my opinion, there is a limit beyond 
which we can not go in uniformity in 
accounting unless it is possible to sub­
merge all individuality in a common 
mould, which I do not believe. To use a 
common expression, we are trying to 
‘cover too much territory’ in accounting 
uniformity.”
A c c o u n t a n t s  a n d  P ric ing
“Accountants, by continuing to develop 
more accurate costing methods, can do 
more than any other group to lift pricing 
out of the realm of guesswork,” accord­
ing to Wilford L. White, chief of the 
marketing research and service division 
of the bureau of foreign and domestic 
commerce.
In a recent address at a meeting of the 
Washington chapter, National Associa­
tion of Cost Accountants, Dr. White 
pointed out that “with a domestic market 
which is rapidly reaching maturity, with 
production processes which are still sus­
ceptible to much modification, with new 
products coming into the market daily 
and with the public becoming more and 
more sensitive to changes of all kinds, it 
is necessary for every good marketing 
man to be conversant with acceptable ac­
counting practice and for every account­
ant to keep in touch with current market­
ing developments.”
“One of the greatest contributions,” 
he said, “which accounting can make to 
marketing policies lies within the field of 
pricing. Pricing is without question one 
of the most important and difficult of 
marketing policies to work out equitably 
for all concerned. It is the heart of 
many of our national economic prob­
lems.”
MEETINGS AND ELECTIONS
R e g io n a l  M e e t in g
A joint meeting of members of the Penn­
sylvania Institute of Certified Public Ac­
countants, the New York State Society of 
Certified Public Accountants, the New Jer­
sey Society of Certified Public Accountants 
and the Connecticut Society of Certified 
Public Accountants will be held on April 
12th and 13th at the Hotel Claridge, Atlan­
tic City.
C a l if o r n ia
Members of the Los Angeles chapter of 
the California State Society of Certified 
Public Accountants met on February 11th 
at the Elks temple, Los Angeles.
Walter K. Mitchell spoke on “Capital 
gains and losses”, Herbert A. Wheeler on 
“The scope of audits” and Oscar Moss on 
“Sales-tax versus income-tax.” Charles C. 
Cobun conducted discussion of the month’s 
happenings in finance, economics and other 
subjects of interest to accountants.
M a r y l a n d
The Maryland Association of Certified 
Public Accountants held its regular monthly 
meeting on January 8th at the Emerson 
hotel, Baltimore. There was round-table 
discussion of the revenue act of 1934.
M a s s a c h u s e t t s
The Massachusetts Society of Certified 
Public Accountants met on February 25th 
at the Chamber of Commerce building, Bos­
ton, to hear discussion of “Methods of in­
vestment analysis.” The principal speaker 
was E. Russell Davis, trust offcer of a local 
bank. Prominent professional and business 
men were present by invitation.
M ic h ig a n
Members of the Michigan Association of 
Certified Public Accountants met with the 
Detroit chapter of the National Association 
of Cost Accountants on February 21st at 
the Book-Cadillac hotel, Detroit. The prin­
cipal speakers were Stephen M. DuBrul, 
formerly head of the planning and re­
search division of the N. R. A., and Benja­
min E. Young, a local banker. The topic 
of discussion was “Economics of the ‘New 
Deal.’ ”
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N e w  J e r s e y
The New Jersey Society of Certified Pub­
lic Accountants met on February 4th at the 
Downtown club, Newark.
George R. Renton, chief clerk of the office 
of the surrogate of Essex county, New Jer­
sey, spoke on “Accounting and the surro­
gate’s court.” Maurice E. Peloubet spoke 
on the subject, “Is value an accounting con­
cept?”
Henry B. Fernald urged members of the 
society to protest to the United States 
treasury department against its require­
ment that agents assisting in the prepara­
tion of income-tax returns file affidavits in 
a prescribed form.
P e n n s y l v a n i a
Members of the Pennsylvania Institute 
of Certified Public Accountants and their 
guests met on February 20th at the Manu­
facturers’ and Bankers’ club, at Philadel­
phia, for discussion of “A properly co­
ordinated system of state taxation.”
Henry F. Long, commissioner of corpora­
tions and taxation of the state of Massa­
chusetts and president of the National Tax 
Association, and J. W. Oliver, chairman of 
the special taxation committee of the Amer­
ican Management Association, were the 
principal speakers. There was general dis­
cussion by the members.
ANNOUNCEMENTS
Lester Herrick & Herrick, of San Fran­
cisco, have announced the return of Lester 
Herrick to active participation in their 
practice.
Lawrence Scudder & Co., of Chicago, an­
nounce the admission of William T. Sunley 
as a general partner of the firm.
Eugene G. Boutelle, of Boston, is the au­
thor of a series of articles entitled “Bud­
geted costs for the cotton mill,” which ap­
peared recently in The American Wool and 
Cotton Reporter.
Maurice E. Brooks, of Dubuque, Iowa, 
spoke on the Iowa state income-tax at meet­
ings of the Kiwanis club of Dubuque on 
January 21st, the Rotary club of Dubuque 
on February 5th and the Rotary club of 
Independence, Iowa, on January 29th.
C. M. Diederichs, of Chicago, is the 
author of an article entitled “Income-tax 
problems affecting the brewer,” appearing 
in the February issue of The Brewery Age.
William M. Duncan, of Nashville, has 
been appointed finance director of the Ten­
nessee emergency relief administration.
Louis S. Goldberg, of Sioux City, Iowa, 
addressed students of the Bryant school, 
Sioux City, February 20th, on the federal 
budget for 1936.
Anson Herrick, of San Francisco, ad­
dressed members of the graduating class of 
the University of California college of med­
icine on February 6th. His subject was 
“The doctor’s accounts,” which embraced 
a discussion of investment policies.
The election of Samuel D. Leidesdorf, of 
New York, as president of the federation 
for the support of Jewish philanthropic so­
cieties was announced during February.
George S. Olive, of Indianapolis, is serv­
ing as chairman of the charity solicitations 
commission of Indianapolis to which he was 
appointed by the mayor.
Charles S. Rockey, of Philadelphia, is 
the author of a series of articles entitled 
“Your income-tax,” publication of which in 
the Philadelphia Record began during Feb­
ruary.
Archie M. Smith, of New Orleans, was 
recently elected treasurer of the diocese of 
Louisiana, Protestant Episcopal Church, for 
a second term. On February 22nd, Mr. 
Smith was elected president of the Louisi­
ana Society, Sons of the American Revolu­
tion, for a third term.
H. M. Thomson, of Los Angeles, spoke on 
February 7th at a meeting of the foundry 
and the iron, steel and allied industries 
groups of the California state chamber of 
commerce at Del Monte on “Uniform cost 
accounting for industry.”
E. P. Van, of Portland, Ore., has been 
appointed a member of a committee of the 
City club, a local organization, to investi­
gate a program for development of the 
Columbia river highway system.
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AMERICAN INSTITUTE OF ACCOUNTANTS
MEETING OF COUNCIL
The regular spring meeting of council 
of the American Institute of Accountants 
was held on April 8th at the offices of 
the Institute at 135 Cedar Street, New 
York. The following members of coun­
cil attended:
F. B. Andrews, Illinois
George Armistead, Texas
Lewis Ashman, Illinois
M. H. Barnes, Georgia
R. O. Berger, Illinois
John D. Cherrington, Ohio
Will-A. Clader, Pennsylvania
Charles F. Coates, Connecticut
Charles B. Couchman, New York
Stanley G. H. Fitch, Massachusetts
John F. Forbes, California
William B. Franke, New York
Edward E. Gore, Illinois
James Hall, New York
James J. Hastings, New Jersey
Frederick H. Hurdman, New York
Lincoln G. Kelly, Utah
E. G. H. Kessler, Missouri
Paul K. Knight, New York
Norman L. McLaren, California
John K. Mathieson, Pennsylvania
Philip N. Miller, New York
John B. Niven, New York
Charles F. Rittenhouse, Massachusetts
T. Edward Ross, Pennsylvania
W. Q. Sharp, Mississippi
Archie M. Smith, Louisiana
S. L. G. Sutherland, Massachusetts
William R. Tolleth, Virginia
William H. West, New York
The meeting convened at ten o’clock, 
and after the roll-call, the approval of 
the minutes of the October meeting and 
approval of a mail ballot for the election 
of new members, the council adjourned 
and reconvened as a trial board to hear 
complaint against two members for vio­
lation of the rules of professional con­
duct. The council then reconvened.
The privilege of the floor was con­
ferred upon the following chairmen of 
committees: Maurice E. Peloubet, board 
of examiners; James Willing, commit­
tee on credentials; Roy B. Kester, com­
mittee on education; Samuel J. Broad, 
special committee on accounting proce­
dure; C. O. Wellington, special commit­
tee on cooperation with the securities
and exchange commission, and Charles 
H. Towns, special committee on natural 
business year.
The accounts of the Institute were re­
ceived by the council. The reports of the 
secretary and of the board of examiners 
were read and the council then consid­
ered the report of the executive commit­
tee. This was read and accepted and a 
supplementary report of the executive 
committee having to do with the report 
of the special committee on cooperation 
with other organizations was received. 
After discussion, the supplementary re­
port was referred to the committees for 
further consideration to be followed by 
a later report to the council.
The following reports, were received 
by the council: committee on profes­
sional ethics, committee on federal legis­
lation, committee on publication, com­
mittee on state legislation; and the fol­
lowing special committees, appointment 
of auditors, cooperation with investment 
bankers, coöperation with the N.R.A., co­
operation with securities and exchange 
commission, development of the Insti­
tute, governmental accounting, inven­
tories, revision of the federal reserve 
bulletin, study of bank examinations and 
terminology. Questions raised in the re­
port of the committee on natural busi­
ness year were referred to the executive 
committee. Recommendations made in 
the report of the special committee on 
state corporation laws were referred to 
the special committee on development of 
accounting principles. It was announced 
that the special committee on federal cor­
poration law had reported to the execu­
tive committee.
John S. Lloyd, of Indianapolis, and A. 
W. Stover, of Syracuse, were reinstated 
in the Institute by the necessary vote of 
council.
Following the adjournment of council, 
there was a meeting of the board of trus­
tees of the American Institute of Ac­
countants foundation, attended by the 
following: George Armistead, John D. 
Cherrington, Arthur W. Teele, Robert O. 
Berger, William B. Franke, James Hall 
and T. Edward Ross.
The council adopted the following res­
olution on the death of Sir Arthur Lowes
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Dickinson, a charter member of the In­
stitute and at one time honorary secre­
tary of the American Association of 
Public Accountants, predecessor to the 
Institu te:
“The council of the American Institute of 
Accountants has learned with profound re­
gret of the death of Sir Arthur Lowes Dick­
inson, a member of the Institute, who dur­
ing his twelve years’ residence in this coun­
try most unselfishly rendered invaluable 
service to American accountancy. Many 
members of the council recall with keen ap­
preciation their friendship with this emi­
nent accountant while he was actively par­
ticipating in the work of the American 
Association of Public Accountants, prede­
cessor of the Institute.
“Since his return to his native land Sir 
Arthur Dickinson has continued to labor for 
the upbuilding of accountancy throughout 
the world. The profession is much the 
richer for his life, much the poorer for his 
passing. Wherefore,
“Be i t  r e s o lv e d , That the council of the 
American Institute of Accountants spread 
upon its minutes its appreciation of the ac­
complishments of Sir Arthur Lowes Dick­
inson in the broad field of accountancy and 
its deep sorrow at his death.
“And be it further resolved that a copy 
of this preamble and these resolutions be 
transmitted to Lady Dickinson.”
LOCAL SUBCOMMITTEES APPOINTED
The following additional local subcom­
mittees have been formed, with the ap­
proval of the president, by members of 
the special committee on development of 
the Institute:
B o sto n
Harold A. Mock, chairman 
Ernest H. Griswold 
Albert E. Hunter 
Charles E. Masters
M in n e a p o l is
Joseph A. Boulay, chairman 
Fred P. Carleton 
Emil Kroeger 
George C. Ludolph
P o r t l a n d , Or e .
Herbert W. McIntosh, chairman 
Joseph Gillingham 
William Whitfield
ANNUAL MEETING
The committee on meetings of the 
American Institute of Accountants an­
nounces that the Copley Plaza hotel, at 
Copley Square, Back Bay, Boston, has 
been selected as headquarters for the 
next annual meeting of the Institute, 
which will be held October 15-17, 1935.
Plans for the meeting are being 
formed and a preliminary program will 
soon be announced. The committee urges 
that members of the Institute make early 
arrangement to attend.
The members of the committee on 
meetings are: Homer N. Sweet, chair­
man, Charles F. Rittenhouse and Richard
D. Seamans, all of Boston.
The Massachusetts Society of Certified 
Public Accountants is cooperating with 
the Institute's committee in making plans 
for the meeting.
ELECTIONS
In the absence of protests, the presi­
dent has declared elected as members and 
associates, respectively, the following 
candidates whose election was recom­
mended by the board of examiners and 
approved by the council at its meeting on 
April 8th:
A d v a n c e d  to M e m b e r s h i p
Guy I. Colby, New York 
Kennon W. Parham, Raleigh, N. C.
Archie F. Reeve, New York
A d m it t e d  a s  M e m b e r s
C. Cecil Bryant, Ocala, Fla.
Henry G. Burke, Baltimore 
Philip G. Burston, San Francisco 
John F. Clarke, Boston 
Arthur E. Davies, Youngstown 
Edward J. deVerges, New Orleans 
George F. DuVall, Missoula 
John D. Farnan, New York 
George O. Hartman, Los Angeles 
J. William Hope, Bridgeport 
John Mahony, Miami 
John J. McCue, New York 
R. Warner Ring, Miami 
Frank W. Smith, New York
A d m itte d  a s  A s s o c ia t e s  
Oliver Perry Gokay, New York 
Monroe Morgan, Meridian, Miss.
Henry A. Scholten, Sioux Falls, S. Dak.
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ERIC CHARLES BURROUGHS
Eric Charles Burroughs, of Chicago, a 
member of the Institute since 1925, died 
on January 25, 1935.
Mr. Burroughs was a native of Lon­
don, England, and, after serving an ap­
prenticeship and being admitted to the 
Society of Incorporated Accountants and 
Auditors in 1912, practised public ac­
counting for four years in India. He 
served with the Australian army in 
France during the world war, after 
which he returned to accounting practice 
in India. He first came to this country 
in 1921 when he became associated with 
the firm of Deloitte, Plender, Griffiths & 
Co., at New York. He later practised 
with Clifford Yewdall, of New York, and 
on his own account. He was a certified 
public accountant of Indiana.
THOMAS BIRD DIXCY
Word has been received of the death 
on October 22, 1934, of Thomas Bird 
Dixcy, president of the New York state 
board of certified public accountant ex­
aminers during 1907-08. He died at 
Mount Alto hospital, Washington, D. C.
Mr. Dixcy became a certified public 
accountant of New York in 1904, prior 
to which he was a fellow-at-large of the 
American Association of Public Ac­
countants. He had been associated with 
S. D. Leidesdorf & Co. and with Haskins 
& Sells and had been a partner of 
Loomis, Conant & Co. and of Dixcy & 
Boggs.
THOMAS NELSON WILLINS
Thomas Nelson Willins, a partner in 
the firm of Haskins & Sells, died of a 
heart attack on February 23rd at his 
home at Montclair, N. J. He had been 
an associate member of the American In­
stitute of Accountants since 1918.
Mr. Willins was born at Memphis, 
Tennessee, in 1871. He attended public 
and private schools of Memphis and 
Mebane, N. C., and after fifteen years of 
experience in accounting for railroad and
other concerns, entered public practice 
with Haskins & Sells in 1905. Except 
for an interval of two years, he was asso­
ciated continuously with this firm until 
his death.
EXAMINATIONS
The regular spring examinations of 
the American Institute of Accountants 
will be held on May 16th and 17th and 
cooperating state boards of accountancy 
will hold simultaneous sessions. Follow­
ing is the schedule of examinations:
Thursday, May 16, 1935
9:00 A .M . to 12:30 P .M . Auditing.
1:30 p .m . to 6:30 P .M . Accounting theory 
and practice. Part 1.
Friday, May 17, 1935
9:00 A .M . to 12:30 P .M . Commercial law. 
1:30 P .M . to 6:30 p .m . Accounting theory 
and practice. Part 2.
CORPORATE PROFITS AS SHOWN 
BY AUDIT REPORTS
Word has been received that the 
National Bureau of Economic Research 
will soon publish a study of Corporate 
Profits as Shown by A udit Reports, by 
W. A. Paton, professor of accounting at 
the University of Michigan, who was as­
sisted in this work by the American In­
stitute of Accountants.
Regarding this book, the national 
bureau says:
“For the financial statements analyzed 
by Dr. Paton, the national bureau is in­
debted to the American Institute of Ac­
countants . . . The preface by Mr. George
O. May points out that much might be 
learned about the workings of our eco­
nomic system if a broadly representative 
sample of audited financial statements 
could be made available for analysis year 
after year.”
It is expected that the first deliveries 
of this book will be made during A pril
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SUGGESTED TEXTS FOR STUDY OF 
MUNICIPAL ACCOUNTING
To facilitate the study of the various 
special fields of accounting and problems 
of general interest which may arise from 
time to time, the office of the Institute 
has undertaken to prepare for publication 
in the Bulletin concise reading lists 
which it offers without any official en­
dorsement whatsoever.
The experience of the Institute’s 
library has shown that there is a definite 
need for a guide to the outstanding texts 
bearing on special subjects. The litera­
ture of accountancy has grown so sub- 
tantially in recent years that the busy 
practitioner finds it difficult to select 
from all of the volumes available those 
which will give him the most informa­
tion in the shortest time. The reading 
lists which will be published in the Bul­
letin  are not intended to include all use­
ful texts, but rather to name a few 
which will give the reader a reasonably 
comprehensive knowledge of the subjects.
The first list has to do with municipal 
accounting, a subject in which there has 
been increasing interest in recent years.
M u n i c i p a l  A c c o u n t in g  a n d  A u d it in g
Brown, Roy C. Audit Procedure and 
Books of Account in Small Municipalities. 
Journal of Accountancy, August, 1927, pp. 
81-88.
Chatters, Carl H. Accounting Manual 
for Small Cities under 25,000 Population. 
Municipal Finance Officers Association, 
Chicago, 1933. 79 pp.
Eggleston, DeWitt Carl. Municipal Ac­
counting. Ronald Press, New York, 1914. 
456 pp.
Klanderman, G. E. Municipal and Other 
Governmental Audits. Journal of Ac­
countancy, July, 1932, pp. 38-51.
Metz fund and New York bureau of mu­
nicipal research. Handbook of Municipal 
Accounting. D. Appleton & Co., New 
York, 1913. 318 pp.
Minnesota League of Municipalities. 
Accounting System for Small Cities. Min­
neapolis, 1934.
Morey, Lloyd. Introduction to Govern­
mental Accounting. John Wiley, New 
York, 1927. 277 pp.
Morey, Lloyd. Manual of Municipal Ac­
counting. John Wiley, New York, 1927. 
187 pp.
National committee on municipal ac­
counting. Suggested Procedure for A De­
tailed Municipal Audit. Bulletin No. 2, 
published by the committee, May, 1934. 34 
pp.
Oakey, Francis. Principles of Govern­
mental Accounting and Reporting. D. Ap­
pleton & Co., New York, 1921. 561 pp.
M u n ic i p a l  B u d g e t in g  a n d  C o st  
A c c o u n t in g
Bryant, George Arthur. Municipal Costs 
and Works Accounts. Pitman & Sons, New 
York, 1934. 132 pp.
Buck, A. E. Municipal Budget and Budget- 
Making. National Municipal League, New 
York, 1925. (Monograph series) 77 pp.
Chamber of commerce of the United 
States. State and Local Budgetary Meth­
ods. Washington, D. C., 1935. 32 pp.
Committee on uniform street and sanita­
tion records. Manual of Street Sanitation 
Records; Including Other Public Works 
Activities for Cities of 25,000 to 500,000 
Population, as Installed in Kenosha, Wis­
consin. Published by the committee, 850 
East 58th street, Chicago. 1931. 81 pp.
New York state conference of mayors 
and other municipal officials, bureau of 
training and research. The Preparation 
and Administration of a Municipal Capital 
Budget ( a manual of procedure and prac­
tice). Albany, New York, 1932. Publica­
tion No. 16. 74 pp.
O’Shea, Arthur A. Practical Applica­
tion of Municipal Cost Accounting. Year­
book, National Association of Cost Account­
ants, 1933, pp. 123-64.
Taylor, Robert E. Municipal Budget- 
Making. University of Chicago Press, Chi­
cago, 1925, pp. 218-30.
T e r m in o l o g y
National Committee on Municipal Ac­
counting. Municipal Accounting Termi­
nology for State, Municipal and Other 
Local Governments. Tentative draft. Pub­
lished by the committee, 850 East 58th 
street, Chicago, 1935. 34 pp.
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ANNOUNCEMENTS OF THE SECURI­
TIES AND EXCHANGE COMMISSION
The following announcements have 
been released by the securities and ex­
change commission under the securities 
act of 1933 and the securities exchange 
act of 1934:
Securities Act
Release No. 308, March 8, 1935—Amend­
ment of instructions for use of form A-2, 
permitting corporations, under certain con­
ditions, to file consolidated profit-and-loss 
statements of wholly-owned subsidiaries in­
stead of statements of parent company.
Release No. 309, March 8, 1935—Provid­
ing that securities of seasoned corporations 
issued to acquire assets or securities of a 
subsidiary may be registered on form A-2 
instead of form E-1.
Release No. 314, March 15, 1935— 
Amendment of instructions for use of form 
A-2, permitting the filing of only one docu­
ment when two or more identical documents 
are required. Rule as to date of balance- 
sheet for filing on form A-2 incorporated 
in manual of instructions.
Release No. 323, March 28, 1935—Pro­
viding that seasoned corporations may use 
form A-2 instead of form E-1 for registra­
tion of issues involving an exchange of 
securities or a change in the terms of out­
standing securities.
Release No. 324, March 28, 1935—An­
nouncing revision of article 15 of regula­
tions under securities act governing form  
of accountant’s certificate.
Securities Exchange Act
Release No. 104, February 20, 1935—An­
nouncement of rule KB1 regarding reports 
required of carriers and other persons sub­
ject to federal regulation.
Release No. 119, March 12, 1935—Amend­
ment of instructions for use of form 10 to 
permit corporations under certain condi­
tions to file profit-and-loss statements con­
solidating their wholly-owned subsidiaries 
instead of their own statements.
Release No. 121, March 15, 1935—Amend­
ment of instructions for use of form 10 
permitting the filing of only one document 
when two or more identical documents are 
required.
Release No. 123, March 16, 1935—Amend­
ment of rule JF4 providing for exemption 
of securities admitted to unlisted trading 
from reporting requirements.
Release No. 138, March 27, 1935—Revi­
sion of form 8, prescribed for amendments 
to applications for registration, in manner 
of presenting information.
Release No. 145, March 30, 1935—Adop­
tion of form 11  for unincorporated issuers 
and instruction book for form 1 1 .
Release No. 146, March 30, 1935—In­
struction book for form 10 amended to 
grant corporations with fiscal years end­
ing on or after December 31, 1934, not 
more than six months from end of fiscal 
year in which to file financial statements.
The complete texts of these and other 
releases can be obtained by request from 
the securities and exchange commission, 
Washington, D. C.
A c c o u n t a n t s’ Cer tifica tes
Article 15 of the regulations under the 
securities act of 1933 was repealed by 
the securities and exchange commission 
on March 28th and a new rule issued 
which, in effect, requires that account­
ants’ certificates accompanying registra­
tion statements in all cases where specific 
instructions are not given shall conform 
as closely as practicable to the require­
ments for certification stated in the in­
structions for the use of form A-2.
The old rule provided:
'‘Any certificate by an independent 
certified, or public accountant with re­
spect to a registration statement or any 
papers or documents used in connection 
therewith shall be dated and shall con­
clude with a statement substantially to 
the following effect:
“ ‘Subject to the foregoing comments, 
we have, after reasonable investigation, 
reasonable grounds to believe, and do be­
lieve, at the date of this certificate, that 
the statements contained in the attached 
balance-sheets and in the attached profit- 
and-loss statements truly and fairly re­
flect the application of accepted account­
ing practices to the facts disclosed by 
our investigation, and that there is no 
omission to state a material fact re­
quired to be stated therein or necessary 
to make the statements therein not mis­
leading.’ ”
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Following is the text of the new rule:
“Any certificate by an independent 
public or independent certified public ac­
countant or accountants, with respect to 
any part of the registration statement, 
or any papers or documents used in con­
nection therewith, shall be dated, shall 
be reasonably comprehensive as to the 
scope of the audit made, and shall state 
clearly the opinion of the accountant or 
accountants in respect of financial state­
ments of and the accounting principles 
and procedures followed by the regis­
trant. Nothing in this rule shall be con­
strued to imply authority for the omis­
sion of any procedure which independent 
public or independent certified public ac­
countants would ordinarily employ in the 
course of a regular audit. The certifi­
cate of the accountant or accountants 
shall be applicable to the matter in the 
registration statement proper to which 
reference is required in the financial 
statements.
“If anything comes to the attention of 
such accountant, or he obtains knowledge 
of any facts before the effective date of 
the registration statement which would 
make any of the material items therein 
untrue, or indicate there was an omis­
sion to state a material fact required to 
be stated, or necessary to make the state­
ments therein not misleading, he shall 
bring such immediately to the attention 
of the commission.
“This article 15, except for the second 
paragraph thereof, shall not be applica­
ble to a certificate of an accountant or 
accountants with respect to any part of 
a registration statement on form A-2 or 
any other form for which particular in­
structions in this respect have been or 
shall be provided, or with respect to any 
papers or documents used in connection 
with such form or forms.
“This rule shall become effective 
March 28, 1935; but any certificate by an 
independent public or independent certi­
fied public accountant received by the 
commission on or before June 26, 1935, 
which meets the requirements of article 
15 as in effect immediately prior to the 
adoption of this rule, shall be deemed to 
meet the requirements of this rule.”
F orm 11
The securities and exchange commis­
sion, on March 30th, issued a new form, 
known as form 1 1 , for the permanent 
registration of the shares of unincorpo­
rated business trusts, joint stock asso­
ciations and similar organizations.
The new form is a companion to form
10 for listed corporations falling in the 
industrial group. The only substantial 
changes from form 10 which have been 
made in form 1 1  are those necessary to 
adapt the original form to the charac­
teristics of unincorporated issuers.
An instruction book, similar to that for 
form 10 , accompanies the new form. 
Here, likewise, the only changes are those 
necessitated by the differences in the 
organization of the two kinds of issuer. 
Financial statements required by form
1 1  and its instructions are substantially 
the same as those required by form 10 
and the same provisions are made for 
certification by independent public ac­
countants.
ANNIVERSARY CELEBRATIONS OF 
ENGLISH SOCIETY
The American Institute of Account­
ants was represented by I. Graham Pat­
tinson, member of council, at the fiftieth 
anniversary celebrations of the Society 
of Incorporated Accountants and Audi­
tors, held at London, England, on April 
3rd, 4th and 5th.
On April 3rd those attending the cele­
brations were entertained at a dinner at 
Guildhall to meet the Lord Mayor and 
sheriffs of London. On the morning of 
April 4th the president of the society de­
livered the address of welcome at In­
corporated Accountants’ Hall, and in the 
evening of that day there was a recep­
tion at the Mansion House by the Lord 
Mayor and the Lady Mayoress. The 
president’s luncheon was held on April 
5th at Incorporated Accountants’ Hall 
for the entertainment of overseas visi­
tors. In the afternoon there was a recep­
tion at the hall and in the evening a ball 
a t Dorchester hotel.
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REGULATIONS UNDER THE 
REVENUE ACT OF 1934
Regulations 86 under the revenue act 
of 1934, publication of which was de­
ferred until March 4th, have been studied 
in comparison with the regulations is­
sued under prior acts and the prevailing 
opinion at this time is that, while much 
more detailed information is required, 
much has been done to clarify the treas­
ury department’s interpretation of the 
law.
A new system of numbering the arti­
cles of the regulations has been used, 
whereby each article bears the number of 
the corresponding section of the revenue 
act. Many of the regulations have been 
restated or rearranged. The substance 
of pertinent decisions and rulings has 
been incorporated in the regulations and 
many new illustrative cases have been 
added.
Accountants have been particularly in­
terested in those articles which give 
effect to new provisions of the law relat­
ing to the filing of consolidated returns 
and those which interpret the policy of 
the department with regard to allow­
ances for depreciation and depletion. It 
is pointed out that many tax returns filed 
in the past have been technically incom­
plete, and that the present regulations 
will necessitate the filing of many addi­
tional schedules and explanations. In 
view of recent rulings and the policy of 
the treasury department to insist on 
rigid compliance, taxpayers and their 
agents are urged to make every effort to 
have returns meticulously complete.
The following comment on some of the 
changes effected by the new regulations 
has been obtained from a member of the 
Institute:
“Article 22 (a )-16 incorporates recent 
decisions and rulings and provides that 
all the facts and circumstances in any 
given case must be considered in deter­
mining whether the acquisition or dis­
posal by a corporation of shares of its 
own capital-stock gives rise to taxable 
gain or deductible loss.
“Article 22 (a )-18 specifically pro­
vides that where a corporation purchases
its bonds for more or less than the issue- 
price, even though the bonds are not re ­
tired, the difference in price is required 
to be included in the calculation of tax­
able income for the year in which the 
bonds are purchased.
“Article 22 (b) (4)-4 specifically re­
quires the submission of information 
with reference to nontaxable interest and 
it should be noted that every person own­
ing any of these obligations is required 
to submit in his tax-return a statement 
showing the number and amount of the 
obligations owned and the income there­
from.
“It is doubtful whether this informa­
tion has been compiled for many of the 
returns which have been prepared for 
the year 1934 and it should be borne in 
mind that this is only one of the sub­
jects requiring a great deal more detail 
with tax-returns. Another item is the 
requirement to submit with the tax- 
return a list of the corporations and 
their addresses from which dividends 
were received.
“Article 23 (e)-3 should be considered 
in connection with T. D. 4422 and 
mimeograph 4170. It is hoped that in 
administration a broad and general in­
terpretation of this article will be ap­
plied, particularly to that sentence which 
reads, ‘The limitations provided in sec­
tion 117 with respect to the sale or ex­
change of capital assets have no applica­
tion to losses due to the discarding of 
capital assets.’ In this connection also 
refer to article 117-4.
“Article 23 (1 ) -9, in the last sentence, 
recognizes that auxiliary accounts for 
depreciation for tax purposes are not 
only permissible but, in many cases, may 
be highly desirable, particularly where 
taxpayers are not able to substantiate the 
deduction for tax purposes in an amount 
which they feel should be provided for 
financial purposes. The regulations have 
been somewhat amplified to include the 
provisions resulting from the present 
trend in the administration in the de­
termination of allowable deductions for 
depletion and depreciation. This ques­
tion has been discussed in comprehensive 
articles in various publications.
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“Article 45-1 will require special con­
sideration as a result of the elimination 
of the privilege to file consolidated re­
turns, except in the case of railroad com­
panies. Probably the most important 
paragraph of the article reads as follows:
“ ‘Section 45 grants no right to a con­
trolled taxpayer to apply its provisions 
at will, nor does it grant any right to 
compel the commissioner to apply such 
provisions. It is not intended (except in 
the case of the computation of consoli­
dated net-income under a consolidated 
return) to effect in any case such a dis­
tribution, apportionment or allocation of 
gross-income, deductions or any item of 
either, as would produce a result equiva­
lent to a computation of consolidated net- 
income under section 141.’
“This paragraph sets forth the com­
missioner’s interpretation of section 45 
in a very concise way, and we have all 
recognized that this has been the depart­
ment’s contention with respect to the 
corresponding sections of prior acts. It 
was to be hoped that a rather more 
liberal use of this section for the advan­
tage of taxpayers might have been pro­
vided. It appears, however, that the 
department will continue to contend that 
this section may never be invoked for 
the benefit of the taxpayer and that the 
use of this section will always be to the 
taxpayer’s detriment. Even in the light 
of this provision, it may be possible that 
if a general effort is made to have the 
courts apply section 45 to the benefit of 
the taxpayer where the facts warrant 
such action, the courts may eventually 
hold that taxpayers have some rights un­
der section 45 of the act.
“Articles 112 (a)-1 to (i)-1 cover the 
provisions of section 1 12  as to the rec­
ognition of gain or loss on the sale or 
exchange of property. These regulations 
have been written to incorporate many 
changes from prior regulations, includ­
ing not only those necessitated by the 
1934 act but also to incorporate interpre­
tations of recent decisions and rulings.
“Article 113 (a) (11)-1 is of particu­
lar interest to corporations now required 
to file separate returns which have in the 
past been included in a consolidated re­
turn. The last paragraph of this article 
provides as follows:
“ ‘The basis of property after a con- 
solidated-return period shall be the same 
as immediately prior to the close of such 
period. The rule is applicable, for in­
stance, to the making of separate returns 
by the members of an affiliated group of 
corporations for taxable years beginning 
after December 31, 1933, due to the with­
drawal under the law of the privilege of 
making consolidated returns. . . .’ ”
LIBRARY ACQUISITIONS
The library of the Institute announces 
the acquisition of the following books:
Bibliography of Works on Accounting by 
American Authors, by H. C. Bentley and 
R. S. Leonard; the authors, Boston, Mass., 
1934.
Principles of Accounting, advanced, vol. 
2, by H. A. Finney; Prentice-Hall, Inc., 
New York, 1934.
Handy Office Book of System, Form and 
Methods; Ronald Press Co., New York, 
1934.
Federal Securities Act Procedure, by J. 
K. Lasser and J. H. Gerardi; Mc-Graw-Hill 
Book Co., Inc., New York, 1934
Auditing, Theory and Practice, by R. H. 
Montgomery; Ronald Press Co., New York, 
1934.
Federal Tax Handbook (1934-35), by R.
H. Montgomery; Ronald Press Co., New 
York, 1934.
Tax Diary and Manual for 1935; Pren­
tice-Hall, Inc., New York, 1934.
In the Bulletin  of March 15th, it was 
reported that the library had acquired 
Problems in Accounting, by H. C. Goet- 
tsche, published by McGraw-Hill Book 
Co., Inc. This was in error. It was in­
tended to announce the following two 
books:
Problems in Accounting, by Hosmer, San­
ders and Hanson; McGraw-Hill Book Co., 
Inc., New York, 1934.
Brewery Accounting, by H. C. Goettsche; 
the author, Chicago, Ill., 1934.
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WOMEN IN ACCOUNTANCY
A survey of the number, qualifications 
and attainments of women engaged in 
public accounting in the United States 
and a forecast of their future in the pro­
fession has been published by the Amer­
ican Women’s Society of Certified Public 
Accountants, which was organized in
1933.
On the basis of information received 
from state boards of accountancy, it is 
reported that there were, at January 1,
1934, 105 women holding certificates as 
certified public accountants. Twenty of 
these received their certificates from the 
state of New York, 15 from Illinois, 11 
from Massachusetts, 7 from Ohio and 6 
from Indiana. Women have received cer­
tificates from 29 states.
A questionnaire, to which 63 per cent. 
of the women replied, elicited the infor­
mation which follows:
All of those answering the question­
naire received their certificates by ex­
amination. In addition to the certified 
public accountant certificate, 1 1  women 
hold the degree of bachelor of a r ts ; nine, 
bachelor of commercial science; eight, 
bachelor of science; two, bachelor of bus­
iness administration; two, bachelor of 
law; two, master of science; one, master 
of commercial science; two, master of 
arts; one, graduate nurse degree and 
one, American Institute of Banking de­
gree. There were 29 universities, col­
leges and schools of business repre­
sented.
Fifty-five per cent. of those answering 
the questionnaire were in public prac­
tice, of whom 17 were pratising on their 
own account, 8 in partnership and 12  
employed by others.
Concerning the future of women in 
public accounting, the report says:
“Opinion ranges all the way from the 
woman who thinks there is little future 
in the profession to the one who says 
‘the surface has hardly been scratched’. 
By far the majority are optimistic and 
many express themselves as believing 
that the field will grow as more women 
enter it, demonstrate their ability and 
help to educate the public to the idea.”
UNIVERSITY TO APPOINT 
CONSULTING PROFESSORS
Arrangement has been made for the 
appointment of consulting professors in 
the graduate school of business at Stan­
ford university. The consulting profes­
sors, while actively engaged in business, 
will give occasional lectures to classes, 
consult with the faculty on technical 
problems and assist advanced students 
engaged in research. Appointments will 
be made for three-year periods.
A ccountancy T w enty-f i v e 
Y ears Ago
A writer in The Journal of Accountancy 
for April, 1910, suggests to state boards of 
accountancy that their examinations to de­
termine whether or not candidates for the 
certified public accountant certificate have 
the equivalent of a high-school education 
might be based on the following curriculum:
Literature: The writing of a short essay, 
a play of Shakespeare, a book of Paradise 
Lost, Bacon’s Essays or an English trans­
lation of Montaigne, Herbert Spencer’s 
Literary Essays, Taine’s English Litera­
ture and Matthew Arnold’s Culture and 
Anarchy.
History: A short history of Greece and 
Rome, Allison’s Epitome of the History of 
Europe, Green’s Shorter History of the 
English People and McMaster’s School 
History of the United States.
Science: Darwin’s Origin of Species, 
Tyndall’s Fragments of Science, some Eu­
clid and algebra (or, as a substitute, at 
the option of the candidate, Mills’ Logic) , 
Mills’ Political Economy, and some work 
on physical and commercial geography.
Philosophy: Plato’s Republic, Aristotle’s 
Politics, and George Henry Lewis’ History 
of Philosophy.
New York was the first state to pass a 
law creating the certificate of certified pub­
lic accountant. During the thirty-nine 
years since the passage of the law, about 
4,800 persons have secured the certificate 
by passing the state examination or 
through reciprocity with other states.
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STATE LEGISLATION
Only eight of the nineteen bills affect­
ing the accountancy laws of various 
states, reported in the March Bulletin  as 
still pending, remain before the legisla­
tures. Two other bills were introduced 
during the past month, one of which is 
still active.
Of the twelve bills upon which final 
action has been taken since the last Bul­
letin, one was passed, five were killed and 
six died on the calendar.
Four bills of the two-class restrictive 
type, three permitting waiver of exam­
ination for the certified public account­
ant certificate and two providing for ad­
ministrative changes are now pending.
Following is a summary of the latest 
information on these bills received by 
the Institute:
A r k a n s a s
House bill 494, which would have per­
mitted persons engaged for five years in 
auditing for state or federal depart­
ments to be examined orally for the cer­
tified public accountant certificate, died 
on the calendar of the house when the 
legislature adjourned on March 14th.
A rizona
The legislature adjourned on March 
2 1st before action was taken on senate 
bill 129, which would have permitted 
waiver of examination for the certified 
public accountant certificate to persons 
who have been in practice in the state 
for a continuous period of ten years 
after receiving certificates of authority 
to practice as public accountants.
Ca l ifo r n ia
Assembly bill 965, which is of the two- 
class restrictive type, is still pending be­
fore the legislature of California, ac­
cording to the latest information re­
ceived by the Institute. This bill is op­
posed by the California State Society of 
Certified Public Accountants.
Colorado
No action has yet been taken on sen­
ate bill 515, now pending before the leg­
islature of Colorado, according to re­
ports which have reached the Institute. 
The bill would empower the state board 
of accountancy to reinstate persons 
whose certificates it has revoked.
Co n n e c t ic u t
House bill 553, providing for the licens­
ing of public accountants in Connecticut, 
was killed by an adverse vote in the sen­
ate on March 21st and in the house of 
representatives on March 29th.
Georgia
Senate bill 48, which was introduced 
in the Georgia legislature on January 
14th, has been passed by both houses 
and was approved by the governor on 
March 29th. The act includes a reci­
procity provision, which the old law 
lacked. It amends the former law by 
prescribing experience and education 
requirements for the certified public ac­
countant examination and establishing 
a new procedure for the administration 
of the law. Following is the complete 
text of the act:
A n  act to a m e n d  title  84 ( “ P rofes­
s io n s , b u s in e s s e s  a n d  trades” ) ,  chapter  
84-2 ( “A c c o u n ta n ts” ) of t h e  co d e  o f  
Georgia of 1933, by  providing  for a  state  
board of a cc o u n tan c y , a n d  d e f in in g  its
POWERS AND D U TIE S; BY PRESCRIBING T H E  
QUALIFICATIONS FOR CERTIFIED PUBLIC AC­
C O UN TA N TS; BY PROVIDING FOR T H E  ISSUANCE 
OF CERTIFICATES TO SUCH ACCOUNTANTS, AND 
FOR REVOKING OR CANCELLING T H E  SA M E; BY 
PROVIDING FOR T H E  PAYM ENT OF A N N U A L 
REGISTRATION F E E S ; BY PROVIDING PEN ALTIES 
FOR VIOLATIONS OF SAID CHAPTER, AND TO 
AM END SAID TITLE 84, CHAPTER 84-99, SEC­
TION 84-9902 o f  s a i d  c o d e  o f  G e o r g ia  o f  
1933, BY PROVIDING PEN A LTIES FOR T H E
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VIOLATIONS OF SAID TITLE AS AM ENDED; AND 
FOR OTHER PURPOSES.
Be it enacted by the general assembly of
Georgia:
S ection  1.
That title 84 “Professions, businesses and 
trades”), chapter 84-2 (“Accountants”), of 
the code of Georgia of 1933, be and the 
same is hereby amended by striking section 
84-201, (“Certified public accountant de­
fined”) of said chapter and inserting in 
lieu thereof a new section to be numbered 
section 84-201, and to read as follows:
“84-201. The state board of accountancy 
shall consist of five members to be ap­
pointed by the governor for a term of three 
years, four of whom shall be certified pub­
lic accountants, three of whom have been 
practising as such in the state of Georgia, 
under certificates issued by this state, for 
at least four years. One member of said 
board shall be a practising attorney-at-law. 
The members of the board of examiners 
for public accountancy, in office on April
1, 1933, shall continue in office for the re­
mainder of their respective unexpired terms 
as members of the state board of account­
ancy. The remaining members of the state 
board of accountancy shall be appointed as 
of April 1, 1935. No member of said board 
shall serve as such for more than two con­
secutive terms. Any member of the board 
may be removed by the governor for mis­
conduct, incompetency, or neglect of duty. 
Vacancies shall be filled by appointment by 
the governor for the unexpired term. The 
members of the board shall receive $7.00 
for each day of actual attendance upon 
meetings of the board, and actual traveling 
expenses.”
S ection  2.
That title 84 (“Professions, businesses 
and trades”), chapter 84-2 (“Account­
ants”), section 84-202 (“Who may use 
title”), of the code of Georgia of 1933, be 
and the same is hereby amended by strik­
ing all of said section 84-202 and inserting 
in lieu thereof a new section to be num­
bered section 84-202, and to read as fol­
lows:
“Section 84-202. Said state board of ac­
countancy is charged with the duty of ad­
ministering and enforcing this law, and 
shall have the power to make and promul­
gate rules and regulations not inconsistent 
with this law; to have and use a seal, com­
pel the attendance of witnesses, take testi­
mony and receive proofs concerning all
matters within its jurisdiction; and any 
members thereof may administer oaths to 
such witnesses. The board or any member 
thereof designated by the board, may con­
fer with similar boards of other states, or 
attend meetings for the purpose of obtain­
ing information for the advancement of the 
profession and the standards thereof.”
S e c t io n  3.
That title 84 (“Professions, businesses 
and trades”), chapter 84-2 (“Account­
ants”), section 84-203 (“State board of 
examiners of public accountants; appoint­
ment, terms of office, qualifications. Ex­
aminations and fees therefor”) , of the 
code of Georgia of 1933, be and the same 
is hereby amended by striking all of said 
section 84-203 and inserting in lieu thereof 
a new section to be numbered section 84- 
203, and to read as follows:
“84-203. The board shall annually elect 
one of its accountant members as chairman. 
It shall provide for the preservation of all 
applications, and of a record of its pro­
ceedings, and for the maintenance of a 
register of persons applying for and/or 
receiving certificates under this chapter, 
which register shall contain the names and 
addresses of all such persons. Any official 
record of the board or, a certified copy 
thereof, certified by the joint-secretary 
under the seal of the board, shall be ad­
missible in evidence in any court in this 
state without further proof.”
S e c t io n  4.
That title 84 (“Professions, businesses 
and trades”), chapter 84-2 (“Account­
ants”), section 84-204 (“Revocation of 
certificates; grounds; notices; hearing”), 
of the code of Georgia of 1933, be and the 
same is hereby amended by striking all of 
said section 84-204 and inserting in lieu 
thereof a new section to be numbered sec­
tion 84-204, and to read as follows:
“84-204. A majority of the board shall 
constitute a quorum. Three days’ notice of 
any meeting shall be given by the chair­
man or the joint-secretary, but meetings 
may be held without such notice if all mem­
bers are present. The board shall meet at 
least twice in each year for the purpose of 
conducting examinations and shall publish 
notice of the time and place of such meet­
ings at least three consecutive days in daily 
newspapers published in three different 
cities in this state, at least thirty days be­
fore the date of any such meeting. The
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board may require applicants to appear 
personally for oral examination, and may 
require the production of such documentary 
evidence as the board may deem necessary 
to establish the qualifications of the ap­
plicant.”
S ection  5.
That title 84 (“Professions, businesses 
and trades”) , chapter 84-2 (“Account­
ants”), of the code of Georgia of 1933, be 
and the same is hereby amended by add­
ing to said chapter a new section to be 
numbered section 84-205, and to read as 
follows:
“84-205. Each applicant shall pay with 
his application a fee of $25.00. The appli­
cation shall be on a form provided by the 
board. The fee shall entitle the applicant 
to the examination, and if found qualified, 
and certified, to a registration card, which 
shall expire on December 31, of the year 
in which same is issued. Each certified 
public accountant shall annually renew his 
registration card by the payment of a fee 
of $5.00 and complying with such regula­
tions as may be prescribed by the board, 
not inconsistent with this act. All fees and 
monies received by the board shall be paid 
to the state treasury as otherwise provided 
by law, and same are hereby allocated to 
said board, for the purpose of paying the 
expenses of the board and the expense in­
curred in the administration of this law.”
S ection  6 .
That title 84 (“Professions, businesses 
and trades”), chapter 84-2 (“Account­
ants”), of the code of Georgia of 1933, be 
and the same is hereby amended by adding 
a new section to be numbered 84-206, and 
to read as follows:
“84-206. The board shall annually, in 
January of each year, prepare a printed 
register, containing a copy of this act, and 
an alphabetical list of the names, certificate 
numbers, business connections, and ad­
dresses of all certified public accountants 
to whom registration cards have been is­
sued for that year. Copies of such register 
shall be mailed to the clerk of the superior 
court of each county, to each bank in the 
state, to each certified public accountant, 
and to such other persons as the board may 
deem necessary.”
S ection  7.
That title 84 (“Professions, businesses 
and trades”), chapter 84-2 (“Account­
ants”) , of the code of Georgia of 1933, be 
and the same is hereby amended by adding
a new section to be numbered 84-207, and 
to read as follows:
“84-207. Applicants for certificates as 
certified public accountants must be citizens 
of the United States and residents of this 
state, over the age of twenty-one years, 
and of good moral character. They must 
have completed at least a four year high- 
school course, or have received the equiva­
lent in commercial experience in accounting 
prior to the date of application, the value 
of any such experience to be determined 
by the board. Such applicants must have 
had at least three years’ continuous expe­
rience in public accounting immediately 
preceding the date of issuance of certifi­
cate. The board may, in its discretion, 
accept four years’ continuous practice or 
employment as a revenue agent in the in­
ternal revenue department of the United 
States in the examination of income-tax 
returns, or four years’ continuous employ­
ment by this state in the examination of 
financial records, in lieu of two years’ ex­
perience in public accounting; and may 
accept evidence of sufficient technical edu­
cation in accounting in lieu of one year of 
public accounting experience, the sufficiency 
of any such education to be determined by 
the board. The board may waive the re­
quirement of two years’ continuous experi­
ence in public accounting if the applicant 
has had five years of practical experience 
in public accounting and the last year of 
such experience immediately preceded the 
issuance of the certificate.”
Section  8 .
That title 84 (“Professions, businesses 
and trades”), chapter 84-2 (“Account­
ants”) of the code of Georgia of 1933, be 
and the same is hereby amended by adding 
a new section to be numbered 84-208, and 
to read as follows:
“84-208. The board shall conduct ex­
aminations of all applicants for certifica­
tion as certified public accounants and shall 
propound to such applicants questions in 
writing, or orally, as the board may deem 
advisable, which will demonstrate the 
knowledge of such applicant of theory of 
accounts and practical accounting, audit­
ing, commercial law, or any other related 
subject in which the board may deem it 
proper to examine such applicant. If such 
applicant satisfactorily passes such exami­
nation, and complies with this law and the 
rules and regulations of the board, he shall 
be certified by the board as a certified pub­
lic accountant.”
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S ection  9.
That title 84 (“Professions, businesses 
and trades”), chapter 84-2 (“Account­
ants”) of the code of Georgia of 1933, be 
and the same is hereby amended by adding 
a new section to be numbered 84-209, and 
to read as follows:
“84-209. The board may in its discre­
tion, without examination, issue certificates 
as certified public accountants to applicants 
who hold valid and unrevoked certificates 
as certified public accountants issued by 
another state, or political subdivision of 
the United States, or by or under authority 
of a foreign country; provided such appli­
cant complies with this law, and the rules 
of the board, and the certificate held by 
him was issued after an examination which 
in the judgment of the board was the 
equivalent of the standard established by 
it; provided further, that such privileges 
are extended by the state, political subdi­
vision, or foreign country, originally certi­
fying such applicant, to citizens of this 
state.”
S ection  10.
That title 84 (“Professions, businesses 
and trades”), chapter 84-2 (“Account­
ants”) of the code of Georgia of 1933, be 
and the same is hereby amended by adding 
a new section to be numbered 84-210, and 
to read as follows:
“84-210. Any certificate or registration 
card issued by the board may be revoked 
and cancelled, or suspended for a definite 
period, after a hearing, for any violation 
of this chapter, or in the event the holder 
of such certificate or registration card is 
convicted of an offense involving moral 
turpitude, or for any other cause which 
the board may deem sufficient. Before any 
such certificate or registration card may 
be revoked or suspended the board shall 
give written notice to the holder thereof of 
the charges brought against him which 
may be preferred by any citizen of this 
state, or brought by the board of its own 
motion. Such notice shall be mailed to the 
holder of such certificate or registration 
card thirty days before the date fixed for 
hearing thereon. The attorney general, or 
an assistant designated by him, shall rep­
resent the board and the interests of the 
public. The defendant shall have the right 
to be represented by counsel. If the board 
shall find that the charges against such 
applicant have been sustained it shall enter 
an order revoking or suspending such cer­
tificate or registration card as herein pro­
vided. Such order shall become effective 
at the end of thirty days from the date
thereof, unless the defendant shall, within 
said thirty days, present a petition for 
certiorari to a judge of the superior court 
of Fulton county and procure an order of 
sanction thereon. In the event of filing 
and sanction of such petition for certiorari 
such cause shall be reviewed in the superior 
court of Fulton county as other proceed­
ings by certiorari. The defendant shall 
give bond as required by law for payment 
of the cost.”
S e c t io n  11.
That title 84 (“Professions, businesses 
and trades”), chapter 84-2, (“Account­
ants”) of the code of Georgia of 1933, be 
and the same is hereby amended by adding 
a new section to be numbered 84-211, and 
to read as follows:
“84-211. The holder of a valid and un­
revoked certificate as a certified public ac­
countant, or its equivalent, issued under 
the authority of any state or political sub­
division of the state, or any foreign coun­
try, who is not a resident of the state of 
Georgia, may practise accountancy in this 
state, by registering with the board on or 
before January 1 of each year, and paying 
a fee of $10.00. Upon the payment of such 
fee the board shall issue a certificate of 
such registration, provided that this fee 
shall not be assessed against residents of 
states not assessing residents of this state.”
S e c t io n  12.
That title 84 (“Professions, businesses 
and trades”), chapter 84-2 (“Account­
ants”) of the code of Georgia of 1933, be 
and the same is hereby amended by adding 
a new section to be numbered 84-212, and 
to read as follows:
“84-212. Any person who has received 
from the board a certificate as herein pro­
vided for shall be known as a certified pub­
lic accountant and shall be authorized to 
practise as such, and to use such title, or 
the abbreviation C. P. A. in so doing.”
S e c t io n  13.
That title 84 (“Professions, businesses 
and trades”) , chapter 84-2 (“Account­
ants”) of the code of Georgia of 1933, be 
and the same is hereby amended by adding 
a new section to be numbered 84-213, and 
to read as follows:
“84-213. It shall be unlawful: For any 
person other than a certified public account­
ant, certified and registered as provided by 
this act, to practise as a certified public 
accountant, or hold himself out as, or as­
sume to practise as a certified public ac­
countant, or use the term certified public
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accountant, or the abbreviation C. P. A. or 
otherwise employ any designation, as a 
member of a firm or otherwise, calculated 
to deceive the public or convey the impres­
sion that such person is a certified public 
accountant; for any member of a firm or 
association to announce or state in writing 
or printing, by advertisement or otherwise, 
that such firm is practising as certified 
public accountants unless all members of 
the firm are holders of valid and unrevoked 
certificates and are certified public account­
ants within the meaning of this law; for 
any person to practise as a certified public 
accountant if his certificate has been re­
voked, or during any suspension thereof, 
or without renewing his registration card 
annually, as provided by this chapter; for 
any person to buy, sell, give or obtain a 
certificate as a certified public accountant 
in any manner other than that provided 
by this act, or to practise or attempt to 
practise under any such certificate obtained 
other than that provided for in this act; 
for any certified public accountant to know­
ingly certify to any false or fraudulent 
report, certificate, exhibit, schedule or 
statement.”
Section 14.
That title 84 (“Professions, businesses 
and trades”), chapter 84-2 (“Account­
ants”) of the code of Georgia of 1933, be 
and the same is hereby amended by adding 
a new section to be numbered 84-214, and 
to read as follows:
“84-214. This chapter shall not be con­
strued to invalidate any certificates granted 
under the accountancy act of August 17, 
1908, but such certificates shall have the 
same status as those issued under this act, 
provided that the holders of such certifi­
cates shall annually renew same as herein 
provided for. Nor shall this chapter in­
validate any credits heretofore granted to 
applicants for certificates under said act of 
August 17, 1908.”
Section 15.
That title 84, chapter 84-99 (“Crime”), 
section 84-9902 (certified public accountant 
“practising as”), of the code of Georgia of
1933, be and the same is hereby amended 
by striking the words “section 84-201” in 
the third line thereof and substituting in 
lieu thereof the words “chapter 84-2”, and 
adding at the end thereof the following: 
“Any person who shall violate any other 
provision of chapter 84-2 of this title shall 
be guilty of a misdemeanor, and shall on 
conviction be punished as provided by law”,
so that section 84-99 as amended shall read 
as follows:
“84-99. If any person shall hold himself 
out as having received a certificate pro­
vided for in chapter 84-2 on the subject of 
certified public accountant, or shall assume 
to practise thereunder as a certified public 
accountant, or use the initials C. P. A. 
without having received such certificate, or 
if  the same shall have been revoked he shall 
be guilty of a misdemeanor, and shall be 
sentenced to pay not exceeding $500.00 or 
less than $200.00. Any person who shall 
violate any other provision of chapter 84-2 
of this title shall be guilty of a misde­
meanor, and shall on conviction be punished 
as provided by law.”
S e c t i o n  16.
All laws and parts of laws in conflict 
with this act are hereby repealed.
Approved, March 28, 1935.
Kansas
Senate bill 377, which was of the two- 
class restrictive type, died in the house 
after being passed in the senate. The 
Kansas legislature adjourned on March 
13th.
Missouri
House bill 49, a two-class restrictive 
bill, which was passed in the house on 
February 21st, was reported unfavorably 
by the senate committee on criminal 
jurisprudence on March 21st. No further 
action has been reported.
House bill 282, providing for waiver 
of the certified public accountant exami­
nation to persons who have been in prac­
tice for ten years, is still pending in the 
house, according to the latest reports. 
Favorable action on this bill is consid­
ered unlikely.
Montana
The passage of senate bill 111 in the 
Montana legislature and its approval by 
the governor on March 5th was reported 
in the March issue of the Bulletin. Fol­
lowing is the text of the act, which 
amends the existing law to permit waiver 
of examination under certain conditions:
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A n  a c t  t o  a m en d  s e c t io n s  1, 2 a n d  3 
OF  CHAPTER 46, SESSION LAW S OF  T H E  
TW ENTY -TH IRD  LEGISLATIVE ASSEMBLY OF
M o n t a n a , 1 9 3 3 ; b e i n g  a n  a c t  t o  r e g u l a t e
T H E  PRACTICE OF T H E  PROFESSION OF PUBLIC 
ACCOUNTING OR A U D ITIN G ; PROVIDING FOR 
T H E  QUALIFICATIONS, EXAM INATION AND AD­
M ISSIO N  OF APPLICA N TS AND T H E  ISSUANCE 
OF CERTIFICATES TH ERETO ; PROVIDING FOR AN 
E X A M IN IN G  BOARD AND T H E  POWERS THEREOF.
Be it enacted by the legislative assembly
of the state of Montana:
S e c t i o n  1. That section 1 of chapter 
46 of the session laws of the twenty-third 
legislative assembly of Montana, 1933, be, 
and the same is hereby amended to read as 
follows:
S e c t i o n  1. Any citizen, or person who 
has bona fide declared his intention to be­
come a citizen of the United States, over 
the age of twenty-one years, of good moral 
character, and who possesses the qualifica­
tions of learning, ability, experience and 
residence hereinafter provided, is entitled 
to admission as a certified public accountant 
of this state. All persons are certified pub­
lic accountants of this state who are now 
entitled to practise as certified public ac­
countants therein, and every person is en­
titled to be certified by the state university 
of Montana (hereinafter referred to as the 
university) as a certified public accountant 
who shall have been engaged in public ac­
counting or auditing exclusively and con­
tinuously for at least five years before 
making application to the university for a 
certificate as a certified public accountant, 
and who shall produce satisfactory evidence 
of good moral character, is a graduate of 
a high-school having a four-year course, or 
possessed of an equivalent education, and 
is a resident of the state of Montana for 
at least one year immediately preceding the 
date of his application. The university is 
hereby directed to issue to such person a 
certificate entitling him to practise as a 
certified public accountant, and to employ 
the title of “certified public accountant” or 
the abbreviation “C. P. A.” Any person em­
ployed by the state of Montana as state 
accountant, corporation license-tax auditor 
or/and income-tax supervisor, state exam­
iner, or assistant or deputy state examiner, 
shall be deemed to be engaged in public 
accounting or auditing. Any person who 
has not been engaged in public accounting 
or auditing exclusively and continuously 
for at least five years and who desires to 
receive a certificate entitling him to prac­
tise as a certified public accountant must
submit to and successfully pass a written 
examination at the hands of the board of 
examiners in accountancy in the subjects 
of auditing, accounting and commercial 
law as affecting accountancy, together with 
such other related subjects as the univer­
sity may designate. Such person must be 
a citizen of the United States or have de­
clared his intention to become a citizen of 
the United States, a resident of the state 
of Montana at least one year, a graduate 
of a high-school having a four-year course 
or be possessed of an equivalent education, 
and produce satisfactory evidence of good 
moral character at the time he makes ap­
plication to take such examination.
S e c t i o n  2. That section 2 of chapter 
46 of the session laws of the twenty-third 
legislative assembly of Montana, 1933, be, 
and the same is hereby amended to read 
as follows:
S e c t i o n  2. Every person who is a citi­
zen of the United States or who has bona 
fide declared his intention to become a citi­
zen of the United States, who has been a 
resident of the state of Montana at least 
one year, and who is the holder of a valid 
certificate as certified public accountant, 
issued by another state where the require­
ments entitling him to practise as such cer­
tified public accountant are substantially 
equivalent to those of this state, may be 
admitted to practice as a certified public 
accountant in this state upon the produc­
tion of his certificate and satisfactory evi­
dence of good moral character; but the uni­
versity may examine the applicant as to his 
qualifications, and if it finds the applicant 
qualified, it may issue a certificate in such 
form as to clearly indicate the conditions 
under which the same was issued.
S e c t i o n  3. That section 3 of chapter 
46 of the session laws of the twenty-third 
legislative assembly of Montana, 1933, be, 
and the same is hereby amended to read as 
follows:
S e c t i o n  3. For the purpose of deter­
mining the qualifications of persons apply­
ing for examination, under the provisions 
of section 1 of this act, the state board of 
education shall appoint a board of exam­
iners in accountancy, consisting of three 
members, each of whom shall possess a 
certificate as certified public accountant 
issued under the authority of this act. The 
members first appointed on the board here­
under shall hold their offices until July,
1935. The members subsequently appointed 
on the board shall hold their offices for the 
period of one year, and until their suc­
cessors are appointed and qualified.
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Section  4. A ll a c ts  and p a r ts  o f acts  
in  conflict h erew ith  a re  h ereb y  repealed .
S e c t io n  5. This act shall be in full 
force and effect from and after its passage 
and approval.
Approved, March 5, 1935.
New Hampshire
House bill 325, providing for the crea­
tion of a state board of accountancy, set­
ting education and experience require­
ments for the certified public accountant 
examination and establishing a proce­
dure for the administration of the law, 
was killed by an adverse vote in the 
house of representatives on March 28th. 
The bill would have replaced the New 
Hampshire accountancy law of 1904.
N ew York
Senate bill 1532, which would have 
enacted a two-class restrictive law, was 
defeated by the senate on March 20th, 
and on the following day assembly bill 
2377, identical in its provisions, was in­
troduced.
Assembly bill 1299, providing for 
waiver of the certified public accountant 
examination to persons who had ten 
years’ public accounting experience prior 
to January 1, 1930, came before the as­
sembly for reconsideration on March 
26th and was tabled.
Ohio
No action has been taken on senate 
bill 288, of the two-class restrictive type, 
which was introduced in the Ohio legis­
lature on February 21st, according to 
reports reaching the Institute. The bill 
is opposed by the Ohio Society of Certi­
fied Public Accountants.
Oklahoma
Senate bill 171, providing for oral ex­
amination of candidates for the certified 
public accountant certificate who are not 
less than thirty-five years of age and 
have been in practice for ten years, was 
defeated in the house on April 2nd.
Rhode Island
Senate bill 94, pending in the Rhode 
Island legislature, was reported by sub­
stitute in the senate on March 20th. The 
substitute bill did not alter the provi­
sions relating to the creation of a state 
board of accountancy, which were de­
scribed in the March Bulletin. No fur­
ther action on the bill has been reported 
to the Institute.
Tennessee
According to information received by 
the Institute, senate bill 78, pending in 
the Tennessee legislature, has made no 
progress since its second reading in the 
senate. The bill would provide that five 
years’ experience may be counted as a 
credit of twenty-five per cent. toward 
passage of the certified public account­
ant examination and would permit 
waiver of examination in some cases.
T e x a s
The two-class restrictive bill known as 
house bill 518, now before the legislature 
of Texas, has been committed to a sub­
committee of the house for examination 
and report.
Washington
The Washington state legislature ad­
journed on March 20th. There were on 
the calendar at that time three bills 
which would have affected the practice 
of certified public accountants in the 
state. All died without action.
House bill 276 would have established 
experience requirements for the certi­
fied public accountant examination.
Senate bill 262 would have made it un­
lawful to practise public accounting 
without a state license. This bill appar­
ently would have abolished the designa­
tion “certified public accountant.”
Senate bill 290, would have made it 
permissible for public accountants and 
other professional groups to practise un­
der the administration of state-ordained 
governing bodies.
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MEETINGS AND ELECTIONS
R e g i o n a l  M e e t i n g
A joint meeting of members of the Con­
necticut Society of Certified Public Ac­
countants, the Pennsylvania Institute of 
Certified Public Accountants, the New 
Jersey Society of Certified Public Account­
ants and the New York State Society of 
Certified Public Accountants was held at 
the Claridge hotel, Atlantic City, on April 
12th and 13th. This was the first joint 
meeting of the four societies and it is ex­
pected that similar meetings will be held 
annually hereafter.
Following is the program which was ar­
ranged for the meeting:
April 12th, afternoon
State taxation with particular reference 
to the laws of Connecticut, New Jersey, 
New York and Pennsylvania. Mark Graves, 
president of the New York state tax com­
mission and head of the department of 
taxation and finance, was to speak on vari­
ous phases of state taxation. After this 
speech one member of each of the four 
state societies was to speak on conditions 
peculiar to his own state.
The importance of bank examinations 
by independent accountants was to be dis­
cussed by Frederick H. Hurdman, first vice- 
president of the New York state society.
April 12th, evening
Problems of municipal finance and munic­
ipal auditing were to be discussed by Carl 
H. Chatters, executive director of the Mu­
nicipal Finance Officers’ Association.
April 18th, morning
Golf tournament.
April 18th, afternoon
This session was to be an informal con­
tinuation of the Friday afternoon session 
on state taxation and provide opportunity 
for discussion of such matters as the segre­
gation of assets and the prorating of in­
come of corporations doing business in 
more than one state.
April 13th, evening
A banquet for guests and members. 
Final session
T. H. Sanders, of the graduate school 
of business administration at Harvard uni­
versity, was to speak on the importance of 
corporate information required by govern­
mental agencies under the “New Deal.”
C a l i f o r n i a
Lewis A. Carman presented a paper on 
“Cash budgets” as the feature of the 
March meeting of the Los Angeles chapter 
of the California State Society of Certified 
Public Accountants held on March 18th at 
the Elks’ Temple, Los Angeles. Members 
of the local chapter of the Robert Morris 
Associates attended the meeting and par­
ticipated in a round-table discussion of 
Mr. Carman’s paper.
I n d i a n a
Members of the Indiana Association of 
Certified Public Accountants and the In­
dianapolis chapter of the National Associa­
tion of Cost Accountants met jointly on 
March 20th at the Hotel Washington, In­
dianapolis.
William A. Boyle, of Syracuse, N. Y., 
discussed “Accounting for installment 
sales,” and William F. Marsh, of Pitts­
burgh, discussed T. D. 4422 and its effect 
upon the preparation of federal income-tax 
returns.
M a s s a c h u s e t t s
A gold medal was presented at a recent 
meeting of the Massachusetts Society of 
Certified Public Accountants to the candi­
date who received the highest grade in the 
latest examinations for the Massachusetts 
certified public accountant certificate. The 
award was won by Curtis Campbell, of 
Boston. George A. Nikola received hon­
orable mention.
At this meeting, which was held on 
March 25th at the Hotel Bellevue, Boston, 
the principal speaker was Everett W. Lord, 
dean of the college of business administra­
tion at Boston university. Charles F. Rit- 
tenhouse, chairman of the society’s com­
mittee on education, and Homer N. Sweet 
presided in the absence of the president, 
Richard D. Seamans.
N e w  Y o r k
Administration of the certified public 
accountant law of New York was explained 
by Harlan H. Horner, assistant commis­
sioner for higher education of the state of 
New York at a meeting of the New York 
State Society of Certified Public Account­
ants on March 25th. This meeting was 
held at the Waldorf-Astoria hotel at 7:45
P .M .
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ANNOUNCEMENTS
Boyce, Hughes & Farrell, of New York, 
announce the admission of Raymond M. 
Greer and George W. O’Neil as general 
partners of the firm.
Benjamin Harrow and Morley S. Wolfe 
announce the formation of the partnership, 
Harrow & Wolfe, with offices at 29 Broad­
way, New York.
Maxwell Shmerler and Fred Tourin an­
nounce the formation of the partnership, 
Shmerler & Tourin, with offices at 551 Fifth 
avenue, New York.
Shmerler, Wolfe & Tourin, of New York, 
have announced the dissolution of their 
partnership.
Arthur Wolff & Co., of Los Angeles, an­
nounces the admission of Nathan Schwartz 
to membership in the firm, and the re­
moval of their offices to 314-316 Insurance 
Exchange building.
Edward L. Barrette, of Los Angeles, re­
cently addressed members of the Execu­
tives’ Association at the California club, 
Los Angeles, on “The provisions of the 
new revenue act.”
James L. Benson, of Baltimore, recently 
addressed the Baltimore bar association on 
the subject, “The revenue act of 1934 and 
your income-tax return.”
R. C. Clark, of Memphis, has been ap­
pointed to a new committee of the Memphis 
chamber of commerce to be known as the 
national enterprises committee.
Clem W. Collins, of Denver, was a 
speaker at the annual founders’ day ban­
quet of the University of Denver, held at 
the Denver country club on March 9th.
Walter A. Cooper, of New York, is the 
author of an article entitled “Actual gross- 
income versus taxable gross-income under 
the revenue act of 1934,” which appeared 
recently in the Tax Magazine.
Schuyler Dillon, of Norwell, Mass., has 
been elected town auditor of Norwell.
H. G. Humphreys, of Tulsa, recently de­
livered to the governor of Oklahoma his 
report on a survey of the state land de­
partment made by special commission.
J. Hugh Jackson, of Stanford university, 
Calif., discussed “Recent developments in 
accountancy” at a meeting of the Stanford 
chapter of Beta Alpha Psi, national hon­
orary accounting fraternity, on March 8th.
I. B. McGladrey, of Cedar Rapids, re­
cently addressed members of the Conopus 
club, of Cedar Rapids, on “What becomes 
of your tax dollars.”
Russell H. Morrison, of Chicago, spoke 
on the subject, “Making a cost system pay 
in 1935,” at a meeting of the Mail Adver­
tising Service Association at Chicago on 
March 21st.
Hilary H. Osborn, of Nashville, is the 
author of an article recently published in 
the Laundryman’s Guide entitled “Future 
profits depend on proper use of accounting 
facts.”
Maurice E. Peloubet, of New York, dis­
cussed “The principles of inventory valua­
tion” at a meeting of the New York chap­
ter of the Society of Industrial Engineers 
on April 3rd.
Walter A. Staub and G. Charles Hurd­
man, of New York, spoke on March 18th 
at the Waldheim Forum, Hoboken, on prob­
lems of public finance.
Edwin H. Wagner, of St. Louis, recently 
addressed students of the city college of  
law and finance, St. Louis, on “Income-tax 
procedure as it affects lawyers and account­
ants.” Mr. Wagner is a member of the 
board of directors of the St. Louis relief 
administration and the board of directors 
of the Catholic charities of St. Louis.
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AMERICAN INSTITUTE OF ACCOUNTANTS
INSTITUTE ACTIVITIES REFLECTED 
IN REPORTS TO COUNCIL
The following summary of reports of 
officers and committees to the council, 
presented at the meeting at New York on 
April 8th, reflects the diversified activi­
ties of the Institute during the first half 
of the current fiscal y ea r:
Mem bership
The membership of the Institute at 
March 1 ,  1935, was 2,355, which was 105 
greater than at a comparable date a year 
ago. There had been a net gain of 45 
members since the beginning of the cur­
rent fiscal year, September 1, 1935. The 
secretary reported losses of fourteen 
members by death.
E xam inations
About 1,500 candidates for the certi­
fied public accountant certificate in 35 
cooperating states and territories sit 
each year for the written examinations 
prepared by the Institu te’s board of 
examiners.
A plan for minimizing differences in 
grades awarded by the Institu te’s exami­
ners and local examiners, through special 
consideration of border-line cases, has 
been instituted recently, with consider­
able success.
L ibrary and  B ureau  of I nformation
The collection of books and other pub­
lications in the Institu te’s library has 
reached a total of 14,032. During the 
current year 31 technical questions have 
been answered through the bureau of in­
formation and the librarians have re­
sponded to 4,283 other inquiries.
P rofessional E thics
The committee on professional ethics 
has considered 26 cases during the cur­
rent fiscal year, of which 19 were re­
ceived from the predecessor committee, 
and five were requests for interpretation 
of the rules of conduct.
A fter consideration of nine com­
plaints, the committee found insufficient 
evidence of infraction of the rules and 
the cases were closed. One case was 
closed upon the resignation of the mem­
ber against whom complaint had been 
made. In  one case it was established 
that there had been a violation but the 
case was closed upon the assurance of the 
respondent that the offence would not be 
repeated. Ten cases were pending when 
the committee filed its report.
A ccountancy L egislation
The introduction of more than a score 
of bills affecting the accountancy laws of 
as many states has imposed a heavy bur­
den on the committee on state legislation. 
Most of these bills would have lowered 
the standards of the certified public ac­
countant certificate and the committee 
has called these bills to the attention of 
members of the Institute in the states 
concerned.
In  its report the committee pointed 
out the duty of every member to examine 
with utmost care every proposal for 
legislation affecting accountancy in his 
own state and to exercise his full per­
sonal influence in opposition to any bill 
which is not clearly for the benefit of the 
profession and is not supported by at 
least a substantial majority of the certi­
fied public accountants of his state.
The report on restrictive accountancy 
legislation submitted by the committee 
on state legislation to the council on 
October 15, 1934, with the resolution 
adopted by the council at that time, has 
been reprinted in pamphlet form and 
hundreds of copies have been distributed.
In  February the committee sent to all 
members and associates a letter drawing 
attention to the fact that dangerous 
legislation was pending in many places 
and urging members to take an interest 
in this matter.
I ncome-Ta x  R eturns
Suggestions made by the committee on 
federal legislation to the members of the 
Institute with respect to the form of
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affidavit to be executed by agents as­
sisting clients in the preparation of 
income-tax returns were reported to the 
council.
The committee reported that it had 
communicated with the commissioner of 
internal revenue suggesting that requests 
for extension of time for filing income- 
tax returns be allowed when based on 
reasonable grounds. The committee had 
been informed that a local collector had 
indicated that extensions would not be 
granted except in eases of illness of the 
taxpayer or unavoidable absence from 
his place of business. The commissioner 
of internal revenue advised the com­
mittee that its suggestion had been trans­
mitted to the collector concerned.
Coöpe r a t io n  w it h  S. E. C.
Conferences with the securities and 
exchange commission on the require­
ments of forms 10 and A2 for registra­
tion under the securities exchange act 
and the securities act, respectively, were 
reported by the committee on coopera­
tion with the securities and exchange 
commission.
When form 10 was under considera­
tion, the committee stressed, in confer­
ences and by means of a brief, the 
importance of regulations approving 
confidential presentation of certain in­
formation by particular types of com­
panies. A general provision to this effect 
was embodied in the new form. When 
form A2 was issued at a later date, the 
committee pointed out that it contained 
no such provision and expressed the 
hope that the form would be modified to 
allow corporations to report confiden­
tially on matters disclosure of which 
might be detrimental to their stock­
holders.
The committee gave consideration to 
the form of accountant’s report or certi­
ficate accompanying annual reports for 
1934 in the light of requirements under 
the securities exchange act. A report of 
the committee on this subject was trans­
mitted to the members in January in 
pamphlet form.
T erm inology
Completion of a revised report on ac­
counting terminology is expected by the 
special committee on terminology before 
the next annual meeting. A university 
instructor engaged by the committee is 
now preparing a preliminary draft of 
the report.
Members of another Institute com­
mittee have been engaged in a study of 
terminology. The subcommittee on ter­
minology of the national committee on 
municipal accounting is headed by Lloyd 
Morey, representing the Institute as 
chairman of its special committee on gov­
ernmental accounting. Walter Muck­
low, another member of the Institute’s 
committee, also serves on the subcom­
mittee. It was reported to council that 
the subcommittee had just published a 
preliminary study of municipal account­
ing terminology which would be sub­
mitted to the Institute’s special com­
mittee on terminology for review and 
criticism.
M u n ic ip a l  A cc o u n tin g
Individual members of the special 
committee on governmental accounting 
have been called upon for counsel in 
several local problems. Assistance was 
given to the Connecticut special tax com­
mission on legislation relating to muni­
cipal finance, to the New Jersey Society 
of Certified Public Accountants on legis­
lation relating to the audit of political 
subdivisions and the Texas bureau of 
municipal research on legislation re­
lating to supervision of local govern­
ment finance.
A p p o in t m e n t  of A uditors
The introduction in state legislatures 
of 22 bills which provide for the appoint­
ment of auditors, largely in municipal 
engagements, was reported to the council 
by the special committee on appointment 
of auditors. The progress of each of 
these measures has been followed care­
fully.
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N a t io n a l  B a n k r u p t c y  A c t
The special committee on appointment 
of auditors reported a conference with a 
United States district judge on the ques­
tion of appointment of auditors under 
the national bankruptcy act. It was 
pointed out that there is need for a rule 
for the guidance of all United States 
district judges whereby all financial 
statements contained in reorganization 
petitions under section 77B of the act 
should be prepared and certified by in­
dependent public accountants. The sug­
gestion met with approval and assur­
ances that it would be endorsed by other 
district judges. The report of the com­
mittee expressed the belief that similar 
efforts with other United States district 
judges should make the practice so gen­
eral that it might be endorsed by the 
supreme court.
I n v e n t o r ie s
Deliberations of the special committee 
on inventories with the subcommittee of 
the American Petroleum Institute are 
expected shortly to be resumed. These 
deliberations will deal principally with 
the “ last-in, first-out” principle of oil- 
inventory valuation recently approved 
by the directors of the Petroleum Insti­
tute.
N a t u r a l  B u s i n e s s  Y e a r
Members of the council were requested 
to supply the special committee on 
natural business year with certain in­
formation which would facilitate its 
efforts to reduce seasonal fluctuations in 
accounting work. It was reported that 
the committee lacked definite informa­
tion as to the extent of such fluctuations, 
the months in which the greatest charge­
able time and idle time occur, whether 
all public accountants have the same 
degree of difficulty and other matters. 
With this information, the committee 
said, it would be in a better position to 
advise and carry out an effective edu­
cation program.
S t a t e  C o r po r a t io n  L a w s
The special committee on state corpo­
ration laws has devoted itself to a study 
of the various methods of presenting 
treasury stock on the balance-sheet and 
the possible effect on balance-sheets of 
existing state laws relating to stated 
capital and kindred subjects. The com­
mittee presented a detailed statement 
of existing statutory provisions and a 
series of recommendations.
D e v e l o p m e n t  o f  t h e  I n s t i t u t e
In order still further to strengthen 
the relations between the Institute and 
its individual members, local subcom­
mittees have been formed in 21 cities by 
members of the special committee on de­
velopment of the Institute. These com­
mittees consist of from three to ten 
members under the chairmanship of the 
local member of the national committee.
Accountancy T w enty-F ive 
Y ears Ago
“There is one feature of accountancy 
questions which many students find puzzling, 
and that is the fact that (to put it as sim­
ply as possible) the same word does not 
always mean the same thing, e.g., a ‘reserve 
fund,' or the term ‘plant.' This arises from 
the somewhat primitive condition of the 
nomenclature and terminology of the sci­
ence. Rome was not built in a day, and the 
nomenclature and terminology of older sci­
ences, such as botany, for example, are the 
result of many years of testing and trying 
by some of the finest intellects the world 
has known. Even now it is said there is no 
very accurate system of momenclature of 
colors in general use, the most accurate plan 
for scientific purposes being to refer to a 
portion of the solar spectrum by giving the 
distance between any two of the lines.
“The matter of accounting definitions, 
however, is, I  understand, to be shortly con­
sidered by the American Association of 
Public Accountants.”
The Journal of Accountancy, June, 1910.
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ANNUAL MEETING
The Massachusetts Society of Certi­
fied Public Accountants has announced 
the appointment of committees to co­
operate with the committee on meetings 
of the American Institute of Account­
ants in preparation for the annual meet­
ing of the Institute at Boston, October 
15th to 17th. The committee chairmen 
are as follows:
Stanley G.  H. Fitch, budget and finance.
Anthony Jaureguy, attendance and regis­
tration.
Earle M. French, publicity.
Donald P. Perry, banquet and luncheons.
Harold A. Mock, reception and entertain­
ment.
Percy M. Hendrie, business sessions.
J. Chester Crandell, round-table discus­
sions.
Richard D. Seamans, golf and tennis.
Weekly meetings of those in charge 
of arrangements will take place during 
the spring and summer. A tentative 
program is expected to be announced 
shortly by the Institu te’s committee.
JOHN EDWARD KEOUGH
John Edward Keough, of Indianapo­
lis, who was admitted to the Institute in 
1925, died on April 10th at the Metho­
dist hospital, Indianapolis, after an ill­
ness of several weeks.
Mr. Keough was bom at Albany, New 
York, in 1897, and attended the Albany 
business college. He served with the 
United States army on the Mexican bor­
der in 1915 and 1916 and later was at­
tached to the adjutant-general’s office at 
Washington.
Mr. Keough had been in public ac­
counting practice since 1923 when he 
became associated with George S. Olive 
& Co., of Indianapolis. He was a part­
ner in the firm at the time of his death. 
He was a certified public accountant of 
Indiana and a director of the Indiana 
Association of Certified Public Account­
ants. He was advanced to full member­
ship in the Institute in 1928.
LIBRARY ACQUISITIONS AVAILABLE 
FOR CIRCULATION
The library of the Institute announces 
that, through the gift of a member, it 
now has available for circulation an al­
most complete set of The Commercial 
and Financial Chronicle, published at 
New York.
The following recent acquisitions are 
also available for circulation:
Auditing, Theory and Practice, by R. H. 
Montgomery; Ronald Press Co., New York,
1934.
Brewery Accounting, by H. C. Goettsche; 
the author, Chicago, Ill., 1934.
Budgeting, by P. Sinclair; Ronald Press 
Co., New York, 1934.
Cost Accounting Practice Problems, by J. 
L. Dohr, H. A. Inghram, A. L. Love; Ron­
ald Press Co., New York, 1935.
Cost Accounting, Principles and Methods, 
by Charles Reitell; International Textbook 
Co., Scranton, Pa., 1933-34.
Cost Accounting, Principles and Practice, 
by J. L. Dohr, H. A. Inghram, A. L. Love; 
Ronald Press Co., New York, 1935.
Federal Tax Accounting; an Interpreta­
tion of the Revenue Act of 1934, by J. F. 
Sherwood; South-Western Publishing Co., 
New York, 1934.
Federal Tax Handbook (1934-35), by R.
H. Montgomery; Ronald Press Co., New 
York, 1934.
Life Insurance Accounts, by E. C. Wight- 
man; Life Office Management Association, 
Fort Wayne, Ind., 1934.
Wholesale Accounting and Control, by 
J. B. Heckert and I. J. Stone; McGraw-Hill 
Book Company, Inc., New York, 1935.
Wills, Executors and Trustees, by W. J. 
Grange; Ronald Press Co., New York, 1933.
ACCOUNTANTS CLUB OF AMERICA
The annual meeting of the Account­
ants Club of America was held on April 
15th at the Hotel New Yorker, New 
York. The meeting opened with a din­
ner, which was followed by an address 
by Henry B. Fernald, who spoke on 
“ Present problems and trends of public 
accounting practice.”
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"CORPORATE PROFITS AS SHOWN 
BY AUDIT REPORTS"
The National Bureau of Economic Re­
search has published in the form of a 
book entitled Corporate Profits as Shown  
by A u d it R eports the results of a study 
of facts drawn from accounting records, 
which it began in 1930 with the coopera­
tion of the American Institute of Ac­
countants.
The bureau is a fact-finding organiza­
tion devoted to the investigation of eco­
nomic data for the purpose of obtaining 
a more thorough knowledge of funda­
mental business conditions and of assist­
ing in the development of a scientific 
approach to our economic problems. At 
its request, in June of 1930, the presi­
dent of the Institute appointed a spe­
cial committee to cooperate in a pro­
jected study of corporate profits. Mem­
bers of the Institute were supplied by 
this committee with data sheets on which 
they were requested to enter certain in­
formation for each of their corporate 
clients for the years 1927, 1928 and 1929. 
This information was obtained for some 
700 corporations and turned over to the 
National Bureau of Economic Research 
for study. Due precautions were taken 
to prevent identification of either the 
accounting firms or their clients.
An analysis of this information was 
then made for the bureau by W. A. Pa- 
ton, professor of accounting at the Uni­
versity of Michigan and a member of 
the American Institute of Accountants, 
and Mr. Paton is named as the author 
of the book now published.
The analysis shows the average rate 
of earnings on total net assets and the 
average profit rate on stockholders’ 
equity for the entire sample of corpora­
tions for the entire period. I t  also 
shows the variations in earning rates as 
between different years and different 
kinds of enterprises. There are studies 
in the sources of capital and the owner­
ship ratio of trading corporations as 
compared with manufacturing corpora­
tions, in dividend policies and corporate 
savings and in other operating and fi­
nancial characteristics of the companies 
represented in the sample.
THIRTY-NINTH ANNIVERSARY OF 
NEW YORK C. P. A. LAW
The thirty-ninth anniversary of the 
enactment of the first certified public 
accountant law was celebrated on April 
17th at a reunion of past and present 
members of the New York state board of 
certified public accountant examiners. 
Fourteen of the nineteen surviving 
members attended a dinner a t the Uni­
versity club, New York. Thirty-two 
members have served on the board since 
the enactment of the New York state ac­
countancy law on April 17, 1896.
SYLLABUS FOR NEW YORK STATE 
C. P. A. EXAMINATIONS
A new syllabus for candidates taking 
the certified public accountant examina­
tion in the state of New York has been 
approved by the board of regents of the 
university of the state of New York, 
which is charged with the administra­
tion of the law, and has been published 
as a bulletin of the university.
The first syllabus for the New York 
examinations was published in 1900. 
This was reprinted in 1903 and revised 
in 1911. The issue just published is a 
thorough restatement of the educational 
attainments considered by the state 
board of certified public accountant ex­
aminers as necessary to qualify candi­
dates for examination.
The introduction to the syllabus con­
tains certain fundamental definitions, a 
statement of the basic requirements for 
certification and a description of the his­
torical background of the state account­
ancy law. A section is then devoted to 
discussion of accountancy in general and 
its major subdivisions. Each of the 
four subjects of examination, theory of 
accounts, practical accounting, auditing 
and commercial law, is analyzed and out­
lines which should guide the candidate 
in his study are presented. There is ap­
pended to the syllabus a bibliography of 
125 texts selected as representative of 
the standard desired and satisfactory for 
the purposes of study.
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FIFTIETH ANNIVERSARY OF 
ENGLISH SOCIETY
An account of the celebrations of the 
fiftieth anniversary of the Society of In ­
corporated Accountants and Auditors, 
held on April 3rd, 4th and 5th at Lon­
don, has reached the Institute through
I. Graham Pattinson, member of council, 
who attended as representative of the 
Institute.
The principal event was a banquet at 
Guildhall, on April 3rd, at which Sir 
James Martin, president of the Society, 
presided and many distinguished guests, 
including the Lord Mayor of London, 
were present. Messages of greeting and 
congratulation Were conveyed to the so­
ciety by representatives of the South 
African branches of the society, the 
Dominion Association of Chartered Ac­
countants, the Bengal and District So­
ciety of Incorporated Accountants (In­
dia), the Association of Danish State 
Authorized Auditors, the Institute of 
Chartered Accountants of British Co­
lumbia and the Commonwealth Institute 
of Accountants in Australia, and the 
American Institute of Accountants.
In  presenting the greetings of the In ­
stitute, Mr. Pattinson said:
“ Mr. President, ladies and gentlemen, 
I  wish to thank you for your very gra­
cious welcome both for myself and for 
the American Institute of Accountants 
which I  have the honor to represent. I  
have been charged with the pleasant 
duty of conveying to you from the pres­
ident and council and the body of the 
American Institute our most hearty 
greetings and congratulations on this 
your fiftieth birthday.
“ The accountants of America gener­
ally look to this country as the cradle of 
our profession, and, whilst we may have 
struck out on some lines of our own, 
nevertheless our roots go down into your 
fertile soil and from it we have drawn 
not only training but inspiration to 
carry on in maintaining and always at­
tempting to improve the standards es­
tablished here in order that business 
men the world over may have faith in 
the profession which can be of such serv­
ice to them.
“ No profession can be of genuine and 
universal service without a central and 
organized body to establish standards 
and maintain discipline, and in this body 
must be the men of public spirit who 
are willing to devote their time freely 
and without financial reward, men who 
command the respect not only of the 
business world but also of their own pro­
fessional brethren, particularly of the 
younger element.
“ Taking such a creed as a measure, I  
feel that the business world owes a debt 
of gratitude to the Society of Incorpo­
rated Accountants and Auditors. Gen­
tlemen, you have wrought well in the 
cause and, as you contemplate what you 
have accomplished and consider your 
sons who are carrying the responsibility 
throughout the world—and in this I  
speak from experience—you have just 
cause for the pride which I  know you 
must feel and which we all share with 
you. On behalf of the American Insti­
tute of Accountants, I  wish you many 
happy returns of the day.”
COMMISSION OF INQUIRY ON PUBLIC 
SERVICE PERSONNEL
The commission of inquiry on public 
service personnel, organized in 1933 un­
der the auspices of the Social Science 
Research Council, has published a re­
port entitled B etter  Governm ent P er­
sonnel, in which it recommends that all 
government service, federal, state and 
local, be put on a career basis.
Recruitment should be to the lower 
categories of each service by competitive 
examination and the higher positions 
should be filled by advancement of those 
already within the service, it says. Rec­
ommendation by accredited professional 
associations should be made a prerequi­
site for all professional and technical 
positions to which this procedure is ap­
plicable.
Effort is being made to promote the 
adoption of the program developed by 
the commission.
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ANNOUNCEMENTS OF SECURITIES 
AND EXCHANGE COMMISSION
The following announcements have 
been released by the securities and ex­
change commission under the securities 
act of 1933 and the securities exchange 
act of 1934:
Securities Act
Release No. 355, May 3, 1935—Regula­
tions governing sale of oil and gas interests, 
listing material facts to be filed with com­
mission to obtain exemption from registra­
tion.
Release No. 357, May 3, 1935—Special 
instructions regarding information which 
may be omitted from newspaper prospec­
tuses for issues registered on form A-2.
Release No. 359, May 3, 1935—Amend­
ment to instructions for use of form A-2, 
providing that the form may be used for cor­
porations organized for distributing to its 
stockholders only water, electricity or gas 
and prohibited from paying dividends ex­
cept upon its liquidation.
Securities Exchange Act
Release No. 158, April 4, 1935—An­
nouncement that form 10 is to be used by 
Cuban and other foreign North American 
corporations for registration of stocks and 
bonds.
Release No. 165, April 10, 1935—Form 12 
adopted for permanent registration of se­
curities of companies making annual reports 
under interstate commerce act or communi­
cations act of 1934.
Release No. 175, April 16, 1935—Ruling 
of counsel of commission concerning status 
of husband as beneficial owner of securities 
held by wife.
Release No. 174, April 14, 1935—Require­
ments for showing “cost-of-goods-sold” in 
profit-and-loss statements.
Release No. 187, April 20, 1935—Amend­
ment of instructions for use of form 10 to 
provide that certain financial information 
need not be given for time prior to date 
when registrant acquired control of sub­
sidiary.
Release No. 191, April 24, 1935—Amend­
ment of instructions for use of form 10 re­
lating to financial information as to prede­
cessor of registrant.
The complete texts of these and other 
releases can be obtained by request from 
the securities and exchange commission, 
Washington, D. C.
D e f in it io n  of T er m s  U sed  i n  F orm  10
The terms, “ services,”  “ beneficially” 
and “ of record,”  as used in form 10 for 
permanent registration of securities on 
national securities exchanges, have been 
defined by the securities and exchange 
commission in response to an inquiry 
referred to it by the American Institute 
of Accountants.
‘ ‘ Services, ”  it is explained, is intended 
to include any expert advice, mental la­
bor or intangible service, as distinguished 
from physical labor—the effect of which 
is to produce a change in physical prop­
erty. The terms " beneficially"  and " of 
record”  are used in their ordinary legal 
sense.
Following is the text of the inquiry 
which was received by the Institute and 
referred to the commission:
“This letter has reference to form 10 for 
the permanent registration of securities of 
corporations, as released by the securities 
and exchange commission.
“Under items 26 and 27 it is required that 
certain information be given with respect 
to remuneration for services. This is not 
definitely defined in the regulations, but it 
is stated that ‘money or other consideration 
paid or delivered in consideration of prop­
erty is not remuneration within the mean­
ing of these items unless intended as an 
indirect means of reward for services.’ It 
is further stated in reference to item 26 
that ‘remuneration paid indirectly includes 
payments made by persons holding manage­
ment contracts providing for management 
of or services to the registrant or any of its 
subsidiaries.’ It is further stated with refer­
ence to item 27 that ‘information need not 
be furnished as to remuneration for acting 
as transfer agent, registrar, trustee under a 
corporate mortgage or in similar capacities.'
“We are very anxious to obtain a defini­
tion of the word ‘services.’ We believe, of 
course, that this term would include profes­
sional services of lawyers and accountants. 
On the other hand, we do not know where 
to draw the line; for instance, this term
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might be stretched to include even the 
amount of freight paid to a railroad for 
the service of carrying goods from point to 
point.
“Item 6 of the profit-and-loss statement 
calls for ‘management and service contract 
fees.' Here again it is not clear what should 
be included under this heading.
“Another item which is not clear is item 
28, which calls for information in regard to 
the registrant’s securities owned of record, 
or beneficially, by each director and officer 
of the registrant. In the first place, the 
precise meaning of the word ‘beneficially’ is 
not explained in the regulations. Further 
than this it is difficult to tell whether what 
is wanted is the stock in the name of the 
director or officer which is held beneficially 
for others or whether it is desired to know 
whether any stock is held by others which 
is in fact owned by a director or officer.”
Following is the reply received from 
the commission:
“It is obviously difficult to state a com­
prehensive definition of the term ‘services.' 
However, the instructions to items 26 and 
27, excluding ‘moneys or other considera­
tions paid or delivered in consideration of 
property’ provide a clue to the proper defi­
nition of this term. In general, it means 
any expert advice, mental labor or intangi­
ble service (i.e., lawyers, accountants, etc.), 
as distinguished from the concrete physical 
type of work, the effect of which is an addi­
tion, improvement, transfer, transportation 
or change in the value of any actual physical 
property. For instance, in a recent inquiry, 
a petroleum company was advised that pay­
ments made by it to a firm of drilling con­
tractors for drilling wells would not consti­
tute remuneration for such services as were 
required to be disclosed in item 27; whereas, 
payments made to a geophysical company 
under contract for doing certain geophysical 
work on oil leases were included within this 
item. In the example which you assume, I 
believe that a railroad contract to carry 
goods would not be one for services, but for 
the transportation of property. It provides 
a physical change in the property trans­
ported by changing its place utility. As 
such it is an operation similar to one which 
would change its form, such as a manu­
facturing process.
“Item 6 of the profit-and-loss statement 
covers fees paid under management and 
service contracts, especially such contracts 
as are required to be disclosed in answer to 
item 30. Contracts in which payments are 
indirectly intended as fees for management 
or general supervisory service, especially 
where such contracts give the power to con­
trol or affect the policies of the registrant 
or subsidiaries in any material respect, 
should be similarly considered.
“With regard to the meaning of the terms 
‘beneficially’ and ‘of record’ under item 28, 
such words are used in their ordinary legal 
sense. A beneficial ownership is generally 
considered to be one in which the emolu­
ments or advantages resulting from the 
property accrue to such owner. The term 
‘of record’ refers to the ownership recorded 
on the books or records of the registrant. 
All securities recorded in the names of desig­
nated persons should be disclosed. In addi­
tion, any securities of which such persons 
are the beneficial owners should be included 
irrespective of whether the corporation has 
any record of such ownership on its books. 
In determining the latter information it will, 
of course, be necessary for the registrant to 
obtain information from the persons con­
cerning whom disclosure is required to be 
made.”
E x e m p t io n  F rom  R e q u ir e m e n t  of 
A u d it
Financial statements to be filed with 
form 12, recently provided for registra­
tion on national securities exchanges of 
the securities of companies reporting to 
the interstate commerce commission or 
the federal communications commission, 
need not be certified by independent 
public accountants, according to an an­
nouncement of the securities and ex­
change commission. Otherwise they must 
conform to the requirements for such 
statements prescribed under form 10.
Cost-of-G oods-S old
The commission has interpreted its re­
quirement for showing “ cost-of-goods- 
sold"  in profit-and-loss statements, as 
follows:
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“ Merchandising organizations, both 
wholesale and retail, may, in profit-and- 
loss statements, interpret the commis­
sion’s requirements for stating ‘cost-of- 
goods-sold ’ to include in such item occu­
pancy, buying and publicity costs. In  
such case direct selling expense and gen­
eral and administrative expense shall 
be shown aggregated and separately.”
I n fo r m a t io n  a s  to S u bsidia ries
Item 34 of form 10 requires certain 
financial information to be given supple­
mentary to that contained in the regis­
tran t ’s balance-sheet, the balance-sheet 
of the registrant consolidated with its 
subsidiaries and the balance-sheet of un­
consolidated subsidiaries. New instruc­
tions promulgated by the commission ex­
plain that such information as to a sub­
sidiary need not be given for the time 
prior to the date when the registrant ac­
quired control of the subsidiary.
Item 34 (b) requires the registrant to 
give the amount of any restatement of 
capital stock made since January 1 ,  1925. 
New instructions explain that this ap­
plies only to restatements which have 
resulted in transfers from capital-stock 
liability to surplus or reserves. I t  does 
not apply to restatements resulting from 
the declaration of stock dividends.
The commission has ruled that the in­
formation required as item 34 need be 
given for a predecessor of the registrant 
only if, in the course of succession, the 
ownership and control of the registrant 
remained substantially the same, and if 
the registrant succeeded to substantially 
all, or to a substantial and segregated 
portion, of the assets of the predecessor.
EXAMINATIONS UNDER N. R. A.
While officers of the national recovery 
administration and of code authorities 
may not require any member of an in­
dustry to submit at his own expense to 
examination by a public accountant, it 
is proper that in certain circumstances 
the cost of such examinations be borne 
by the member, according to instructions 
issued by the national recovery admin­
istration on April 19th.
ACCOUNTANTS AND THE NAVY 
SUPPLY CORPS RESERVE
A circular of information regarding 
plans to increase the membership of the 
navy supply corps reserve from the 
ranks  of certified public accountants has 
been sent to officers of state societies of 
certified public accountants by the bu­
reau of supplies and accounts of the 
United States navy department.
The circular explains that since the 
supply corps of the navy controls mat­
ters relating to the purchase, storage and 
issue of materials and equipment, fi­
nance and disbursement, commissary ac­
tivities, and accounting for all naval 
funds and property, certified public ac­
countants as a class are especially well 
fitted for enrollment. Membership in 
the reserve involves no obligation to serve 
on active duty in times other than of 
war or national emergency. The ac­
ceptance of a provisional commission in 
the reserve, however, carries with it the 
obligation to take a correspondence 
course in naval supply, finance and ac­
counting procedure, which must be com­
pleted in two years unless an extension 
of time be granted. I t  carries with it 
also privileges similar to those extended 
to other reserve corps members.
As explained by Lieutenant-Com- 
mander Lawrence A. Odlin at a recent 
joint meeting of state societies of certi­
fied public accountants at Atlantic City, 
information as to the procedure for en­
rolment in the supply corps reserve 
may be obtained from the officers of state 
societies or directly from the bureau of 
supplies and accounts, navy department, 
Washington, D. C.
WRITING DOWN FIXED ASSETS AND 
STATED CAPITAL
The Yale Law  R eview  for April, 1935, 
contains a discussion in its editorial 
pages of the accounting procedure of 
writing down fixed assets and stated cap­
ital, which, it says, has been widely 
adopted during the depression.
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STATE LEGISLATION
Three of the nine accountancy bills 
reported in the April B ulletin  as pend­
ing in the legislatures of various states 
died without action at adjournment and 
another was vetoed by the governor 
after being passed by the legislature. 
Since publication of the last Bulletin , 
eight other bills were introduced, two of 
which have been killed. Thus, eleven 
bills are now awaiting final action.
Following is a summary of the latest 
information on state accountancy legis­
lation received by the Institu te :
Ca l ifo r n ia
No further action has been taken on 
the two-class restrictive bill, known as 
assembly bill 965, which has been before 
the California legislature since January 
24th.
Colorado
Senate bill 515, introduced in the Col­
orado legislature on January 16th, died 
when the legislature adjourned on April 
8th. This bill would have empowered 
the state board of accountancy to rein­
state persons whose certificates it had 
revoked.
F lorida
Three bills which would amend the ex­
isting accountancy law of Florida were 
introduced in the state legislature on 
April 23rd.
House bill 618 would authorize the 
state board of accountancy to prosecute 
“ on its own relation and by its own 
counsel”  injunction or mandamus pro­
ceedings to enforce the provisions of the 
law or regulations of the board.
House bill 619 would repeal sections of 
the law which authorize the state board 
of accountancy to accept applications 
for certificates of authority to practise 
as public accountants filed after the time 
limit set for such filing.
House bill 620 would make certain 
changes in administrative features of
the law having to do with the finances 
of the state board of accountancy. I t  
would also provide that a person who 
holds a certificate of authority to prac­
tice as a public accountant in Florida 
and also holds a certified public account­
ant certificate from another state may 
use the designation “ C. P. A .”  provided 
the letters be followed by the name of 
the state which issued the certificate.
I ll in o is
A bill introduced on April 11th in the 
Illinois legislature and known as house 
bill 794 would provide that the state 
director of registration and education 
may order reexamination of applicants 
for professional licenses in cases wherein 
he believes that substantial justice has 
not been done but that he shall not or­
der more than one reexamination or re­
hearing in favor of any applicant.
M isso u r i
The two bills before the Missouri leg­
islature have not progressed since pub­
lication of the last B ulletin . These are 
house bill 49, which is of the two-class 
restrictive type, and house bill 282, 
which provides for waiver of the certi­
fied public accountant examination to 
certain persons.
N e w  Y ork
Assembly bill 2377, a two-class restric­
tive bill introduced in the New York 
legislature on March 21st, was passed by 
the legislature in April but was vetoed 
by the governor on May 8th. This bill 
was indentical in its provisions with the 
defeated senate bills 336 and 1532, which 
were described in earlier issues of the 
B ulletin.
In  vetoing this measure, the governor 
said:
“ The education law now prescribes 
certain requirements for qualification as 
a certified public accountant. I t  forbids 
anyone to use the description ‘certified
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public accountant’ or the abbreviation 
' C. P. A .’ unless he is a certified public 
accountant under the law of the state.
“ This bill, in effect, creates a new 
class of accountants to be known as pub­
lic accountants. An appropriate certifi­
cate as a public accountant could be ob­
tained from the board of regents upon 
satisfying qualifications, less rigid and 
less exacting than those imposed upon 
certified public accountants.
“ This new class of accountants would 
be permitted under the law to advertise 
themselves as public accountants and 
use the abbreviation ‘P. A .’
“ This bill would, in my opinion, 
prove injurious to the public because 
great confusion between a public ac­
countant and a certified public account­
ant would result.
“ The board of regents has communi­
cated to me its formal disapproval.
“ The bill is not approved.”
Ohio
Senate bill 288, introduced in the Ohio 
legislature on February 21st, has made 
no progress since it was committed to 
the judiciary committee. This is a two- 
class restrictive bill.
Ok l a h o m a
House bill 588, identical in its provi­
sions with senate bill 171 which was 
killed in the house on April 2nd, was 
introduced on April 9th but stricken 
from the calendar on April 26th. I t  pro­
vided for oral examination of candidates 
satisfying certain stated conditions.
House bill 601, making it illegal to 
practice accounting in Oklahoma under 
an assumed name, was introduced on 
April 16th and defeated in the house on 
April 26th.
P e n n s y l v a n ia
A bill, known as house bill 2236, iden­
tical in its provisions with house bill 601 
of Oklahoma having to do with practice 
under an assumed name, was introduced 
in the Pennsylvania legislature on April 
15th and was passed in the house on 
April 23rd. I t  is now before the senate.
R h ode  I sl a n d
Rhode Island senate bill 94, providing 
for the reorganization of the state gov­
ernment and placing the administration 
of the state accountancy law under a 
state board of accountancy, died in the 
senate when the legislature adjourned 
on April 12th.
T e n n e s s e e
Senate bill 78 and house bill 120, in­
troduced in the Tennessee legislature in 
January, died upon adjournment on 
April 23rd. These were identical bills, 
providing that experience might be cred­
ited toward passage of the certified pub­
lic accountant examination and permit­
ting waiver of examination in some cases.
T e x a s
The subcommittee of the Texas house 
of representatives to which house hill 
518, a two-class restrictive bill, was com­
mitted for study, has not yet reported 
on the measure.
W isc o n s in
Assembly bill 820, which would repeal 
the major portions of the existing ac­
countancy law of Wisconsin and substi­
tute provisions of the two-class r estric­
tive type, was introduced on April 30th 
and referred to the assembly committee 
on state affairs.
I t  provides that certificates as certified 
public accountants shall be issued to 
candidates qualifying by experience and 
examination and that certificates of au­
thority to practise as public accountants 
shall be issued to all in  practice at the 
effective date of the act who apply be­
fore October 1, 1935. The measure pro­
vides for reciprocity with other states 
and countries.
I t  would require that accountants cer­
tifying any report, schedule or state­
ment of a corporation should append to 
their certificates statements of any in­
terest in  or association with the corpora­
tion which they might have.
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MEETINGS AND ELECTIONS
A l a b a m a
The annual spring meeting of the Ala­
bama Society of Certified Public Account­
ants was held on April 12th at Mobile. 
Tuscaloosa was selected as the place for the 
fall meeting.
The present officers, who will serve until 
their successors are elected at the Tuscaloosa 
meeting, are: Gilbert F. Dukes, of Mobile, 
president; J. J. Scarborough, of Birming­
ham, secretary-treasurer, and William J. 
Christian, of Birmingham, chairman of the 
council.
A r iz o n a
The Arizona Society of Certified Public 
Accountants held its annual spring meeting 
at Phoenix on April 11th.
William C. Heaton, president of the 
American Society of Certified Public Ac­
countants, was a guest. He spoke at the 
morning session on “The effect of legislation 
on accounting practice” and at the banquet 
on “The cultural background of account­
ants.” Carl W. Gibson, president of the 
Phoenix chamber of commerce, spoke at the 
afternoon session, comparing business con­
ditions in Arizona with those in other states.
Among the other guests of the society 
were B. B. Moeur, governor of Arizona, 
Joseph S. Jenckes, mayor of Phoenix, John 
L. Sullivan, attorney general of the state, 
Henry D. Boss, chief justice of the state 
supreme court, Charles R. Howe, chairman 
of the state corporation commission, D. C. 
O’Neill, of the state tax commission, and 
Shelton Dowell, chairman of the state high­
way commission.
A. C. Rogers, president of the society, 
presided.
D e l a w a r e
Reorganization of the Delaware Society 
of Certified Public Accountants after a pe­
riod during which it had been inactive has 
recently been accomplished. At a meeting 
on March 26th a new constitution and by­
laws were adopted and officers elected for 
the coming year, as follows: Clifford E.
Iszard, president; Alfred H. Coe, vice-presi­
dent and treasurer; Medford H. White, sec­
retary. The executive committee consists of 
the officers and A. O. Campbell.
The new constitution provides for three 
classes of membership, fellows, associates and 
juniors. All certified public accountants of 
the state not now members of the society 
have been invited to apply for admission.
M a s s a c h u s e t t s
The Massachusetts Society of Certified 
Public Accountants held its monthly meet­
ing at the Boston chamber of commerce on 
April 22nd. A nominating committee was 
elected in anticipation of the annual meet­
ing of the society which is to be held during 
May at the Salem country club.
It was announced that committees had 
been appointed to cooperate in arranging for 
the annual meeting of the American Institute 
of Accountants, which will be held at Boston 
in October.
Townes M. Harris, president of the Rhode 
Island Society of Certified Public Account­
ants, and Spencer H. Over, president of the 
Providence chapter of that society, were 
guests at the meeting.
The principal speaker was T. H. Sanders, 
of the Harvard graduate school of business 
administration, whose topic was “Require­
ments for registration under regulations of 
the securities and exchange commission.” 
Professor Sanders is a member of a com­
mittee which has worked with the securities 
and exchange commission in drafting regu­
lations under the securities act and the se­
curities exchange act.
M ic h ig a n
A meeting of the Michigan Association 
of Certified Public Accountants was sched­
uled to be held at the Savoyard club, De­
troit, on May 9th. Francis E. Ross, pro­
fessor of accounting at the University of 
Michigan, was to speak on “Defalcation and 
fraud” and Stephen Gilman, vice-president 
and educational director of the International 
Accountants Society, on “Trend analysis in 
accountants’ reports.”
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N ew  Y ork
“Principles of inventory valuation” was 
the subject of discussion at a meeting of the 
New York State Society of Certified Public 
Accountants at New York on April 22nd. 
The principal speaker was Maurice E. Pelou­
bet. Morton I. Davis spoke on “Inventory 
methods of the apparel industry.” Charles
B. Couchman led discussion.
It was reported that the regional meeting 
of state societies held at Atlantic City on 
April 12th and 13th had been entirely suc­
cessful. Announcement was made that ad­
dresses delivered at this meeting would be 
published.
The annual meeting of the society was 
scheduled for May 13th. A report on its 
proceedings will be published in a subsequent 
Bulletin.
The following officers have been nominated 
for election: James F. Hughes, president; 
Morris C. Troper, first vice-president; Victor 
H. Stempf, second vice-president; William 
R. Donaldson, secretary, and Walter A. M. 
Cooper, treasurer.
P ennsylvania
A meeting of the Philadelphia chapter of 
the Pennsylvania Institute of Certified Pub­
lic Accountants was held at the Manufac­
turers and Bankers club on April 12th. 
Clarence L. Turner, president of the Insti­
tute, outlined a plan of expansion of the 
organization.
A. Karl Fischer then discussed “Pub­
lished financial reports,” describing an 
analysis of a sample of published corporate 
reports. He dwelt particularly on the lack 
of uniformity in the methods used to pre­
sent the same financial facts.
R hode I sland
A joint meeting of the Rhode Island So­
ciety of Certified Public Accountants and 
the Providence chapter of the National As­
sociation of Cost Accountants was held at 
Providence on April 15th.
In the absence of C. Watson Scott, presi­
dent of the society, Townes M. Harris, vice­
president and incoming president, extended 
the greetings of the society and spoke on 
closer relations between certified public ac­
countants and cost accountants. Stanley G.
H. Fitch delivered an address on “Idiosyn­
crasies of an accountant.” Spencer H. Over, 
member of the Rhode Island society and 
president of the Providence chapter of the 
cost accountants’ association, presided.
The annual meeting of the Rhode Island 
Society of Certified Public Accountants was 
held at the Narragansett hotel, Providence, 
on April 16th. The following officers and 
directors were elected:
Townes M. Harris, president; Francis E. 
Welch, vice-president; William B. M. Miller, 
secretary and treasurer; Mr. Harris, Mr. 
Welch, Mr. Miller, C. Watson Scott and 
Albert E. Godfrey, directors.
The main topic of discussion was the so- 
called “lawyers’ bill,” H . 703, passed at the 
recent session of the state legislature, which 
threatened to have an ill effect on the prac­
tice of public accounting in Rhode Island. 
Members of the legislative committee of the 
society were congratulated on their success 
in introducing an amendment, designed to 
protect the interests of accountants.
Among the members attending the meet­
ing was George R. Lawton, a charter mem­
ber of the American Institute of Account­
ants and of the Rhode Island Society and 
holder of certificate No. 1 issued by the 
accountancy authorities of Rhode Island. 
Mr. Lawton was senator in the state legis­
lature when the accountancy law of Rhode 
Island was enacted.
Texas
A dinner meeting of the Texas Society of 
Certified Public Accountants was held on 
April 15th at the Rice hotel, Houston, to 
entertain William C. Heaton, president of 
the American Society of Certified Public 
Accountants. George Armistead, president 
of the American Institute of Accountants, 
presided.
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ANNOUNCEMENTS
The firm of Collins, Witting & Co., of 
Denver, was dissolved as of March 30th.
Clem W. Collins, formerly of the firm of 
Collins, Witting & Co., will continue prac­
tice at suite 1019 University building, Den­
ver, as an individual.
Eppler, Botz & Sangster, of New York, 
announce the removal of their offices to 31 
Nassau street.
McLaren, Goode & Co. announce the re­
moval of their Los Angeles office to suite 
1111 I. N. Van Nuys building, 210 West 
Seventh street.
William A. Milligan & Co. have announced 
the change of the firm name to Milligan, 
Muller & Co.
Scovell, Wellington & Co., of New York, 
announce the admission of Marshall A. 
Granger to partnership.
The Smith-Ellingson-Schuldes Co., of 
Green Bay, Wisc., announce the opening of 
an office at Wausau, Wisc., assuming the 
practice of R. W. Romack, who has retired 
from public practice. G. M. Ellingson, part­
ner in the firm, is in charge of the new 
office.
Leon E. Williams, of New York, an­
nounces the removal of his New York offices 
to 2 Wall street. He announces also that 
he will retain his offices in the American 
Surety building, Washington, D. C.
Walton, Joplin, Langer & Co., of Chi­
cago, announce the removal of their offices 
to suite 1834, 231 South LaSalle street.
Arthur Wolff & Co., of Los Angeles, an­
nounce the admission of Nathan Schwartz 
to membership in the firm and the removal 
of their offices to suite 314-15-16 Insurance 
Exchange building.
Oliver P. Cobb, of Memphis, has been 
appointed a member of the industrial divi­
sion of the Memphis chamber of commerce 
to serve for a year. Mr. Cobb has also been 
made chairman of the junior advance gifts 
committee of the Southwestern Century club.
James D. M. Crockett, of Kansas City, 
addressed students of the Twentieth Century 
school of business conduct, March 24th, on 
“The romance of records.”
Joseph J. Klein, of New York, addressed 
members of the American Chemical Society 
at their tercentenary celebration at New 
York, April 25th, on “Depreciation and ob­
solescence charges in the chemical industry; 
how affected by the ‘New Deal.’ ”
John J. Lang, of St. Louis, is the author 
of an article on “Surtaxes on personal hold­
ing companies and corporations improperly 
accumulating surplus,” appearing in the 
May issue of the Tax Magazine.
I. B. McGladrey, of Cedar Rapids, Iowa, 
is serving as chairman of the industrial bu­
reau of the Cedar Rapids chamber of com­
merce.
Robert Penn, of Chicago, is joint author 
of an article entitled “Control of hospital 
supplies” appearing in the May issue of 
Hospital Management.
Theodore J. Witting and Donald T. Finch 
announce the organization of the partner­
ship, Witting & Finch, to practice at state 
231-34, First National Bank building, 
Denver.
16
C. Oliver Wellington, of New York, is the 
author of an article entitled ‘‘Misleading 
earning records; how to discover them,” 
appearing in the May issue of the Bankers 
Monthly.
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AMERICAN INSTITUTE OF ACCOUNTANTS
EXAMINATION RESULTS
The papers of 415 candidates who sat 
for the Institu te’s examinations on May 
16th and 17th in states which have 
adopted the Institu te’s plan of coopera­
tion have been graded by the Institu te’s 
examiners.
The results, as reported to the state 
boards on June 13th, showed that 17 per 
cent. of the candidates passed, 13 per 
cent. were conditioned and 70 per cent. 
failed. At the May, 1934, examinations, 
21 per cent. passed, 19 per cent. were 
conditioned and 60 per cent. failed.
Altogether candidates sat for the In ­
stitute’s examinations in 27 states. Of 
these, 23 submitted the papers to the 
Institute for grading.
ANNUAL MEETING
Arrangements for the annual meeting 
of the American Institute of Account­
ants at Boston, October 14 to 17, 1935, 
are being pushed energetically by the 
committee on meetings and by associated 
committees of the Massachusetts Society 
of Certified Public Accountants. Sub­
jects for discussion at business sessions 
have been considered with great care, 
and the chairman of the committee on 
meetings has spent several days in New 
York, partly at the Institu te’s offices, 
during which nearly every detail of the 
necessary arrangements has been re­
viewed.
Subject to the approval of the execu­
tive committee, it is planned to invite 
two or three prominent members of the 
financial and industrial community to 
deliver addresses on topics suggested by 
the committee. A day will be devoted 
to round-table discussions, as was done 
at Chicago during the 1934 meeting, 
and the committee may hold more than 
one session simultaneously, rather than 
successively as before. I t  is planned to 
keep no record of the round-table dis­
cussions, in order that speakers will have 
no hesitation in expressing their opin­
ions frankly. The subjects selected for 
discussion will be of professional and
technical interest, but they will not be 
exclusively concerned with the mechan­
ics of auditing and accounting. An ef­
fort will be made to choose topics of 
public as well as professional signifi­
cance.
The committee is tentatively planning 
a reception on Monday evening, Octo­
ber 14th, at which entertainment and 
refreshments might be provided and at 
which those in attendance would have 
an excellent opportunity to become well 
acquainted before the meetings them­
selves actually began. I f  this were done 
the customary meeting of accountancy 
examiners would probably be postponed 
until Wednesday evening, which the 
chairman of the board of examiners con­
siders a preferable time in any case be­
cause of the fact that a larger attend­
ance might be expected. The general 
subject planned for discussion at the 
meeting of examiners is one which it is 
believed to be of considerable interest to 
all accountants. A speaker well known 
to the profession has tentatively ac­
cepted an invitation to discuss at the ex­
aminers ’ meeting the broad problems in­
volved in maintaining a standard of 
professional qualification and in ade­
quately testing the eligibility of aspi­
rants for such qualification.
Plans for recreation and entertain­
ment are also progressing rapidly. In ­
formal entertainment is being arranged 
for Tuesday evening and Wednesday. 
The golf tournament will take place on 
Wednesday. The annual banquet will 
occur on Thursday evening, according 
to present plans. The numerous places 
of historical interest in and around Bos­
ton and places of interest in the town it­
self, as well as the buildings of Harvard 
University at Cambridge, will afford op­
portunity for sightseeing trips by those 
who have not frequently visited Boston 
in the past.
Application has been made to the 
Eastern Passenger Association for a re­
duction in railroad fares of those who 
will make their way to the meeting by 
rail from all sections of the country.
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COMMITTEE APPOINTMENTS
C o o p e r a t io n  W i t h  S e c u r i t i e s  
C o m m i s s i o n e r s
A special committee has been ap­
pointed by the president of the Institute 
to cooperate with a similar committee 
of the National Association of Securi­
ties Commissioners in considering ques­
tions related to accounting examinations 
for purposes of registration of securi­
ties with state blue-sky commissions.
The personnel of the Institu te’s com­
mittee is as follows:
Lewis Ashman, chairman, Chicago 
Frederick B. Andrews, Chicago 
Edward Fraser, Kansas City 
Rodney F. Starkey, New York 
Rodney D. White, Seattle
The appointment of this committee 
was made in compliance with a request 
of the National Association of Securities 
Commissioners for the cooperation of 
the Institute in matters of common in­
terest, following correspondence be­
tween the two organizations.
The members of the committee of the 
National Association of Securities Com­
missioners appointed to maintain rela­
tions with the Institute are as follows:
A. L. Putnam, chairman, South Dakota
Walker W. Wood, Mississippi
Leslie T. Tupy, Kansas
Harry C. Huse, Washington
Andrew J. Markey, New Jersey
The following additional local sub­
committees have been formed, with the 
approval of the president, by members 
of the special committee on development 
of the In stitu te :
Los A n g e le s
J. B. Scholefield, chairman 
Edward L. Barette 
Thornton G. Douglas 
Harry B. Mills
W a s h in g to n ,  D. C.
Wayne Kenrick, chairman 
Goodwin P. Graham 
John H. Verkouteren
S eattle
Rodney D. White, chairman 
James M. McConahey
E. F. Chabot
AUDIT REPORT OF 1896
The Institute has received from one 
of its members a copy of an audit report 
dated February 29, 1896, prepared by a 
firm of accountants, members of the 
American Association of Public Ac­
countants.
The report includes profit-and-loss 
statements for 1893, 1894 and 1895, a 
summary of sales for these years, a bal­
ance-sheet as at December 31, 1895, and 
supplementary schedules and explana­
tory matter. The covering letter, finan­
cial statements and other matter are 
written in longhand and bound in 
leather.
The report has been placed with other 
documents of historical interest in the 
archives of the Institute.
WILLIAM E. POOLE, JR.
William B. Poole, Jr., of Chicago, a 
member of the American Institute of 
Accountants since 1928, died on May 
25th after an illness of several weeks. 
He was a member of the firm of Ches- 
nutt, Murphy & Poole.
Mr. Poole had been in public account­
ing practice for fifteen years. He was a 
certified public accountant of Indiana, 
Wisconsin and North Carolina and was 
a member of the Illinois Society of Cer­
tified Public Accountants, the Indiana 
Association of Certified Public Ac­
countants and a contributing member of 
the North Carolina Association of Certi­
fied Public Accountants. He served with 
the United States navy from May, 1917, 
to May, 1918, receiving honorable dis­
charge for disability incurred in the line 
of duty.
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bill to  limit p r a c t ic e  before 
FEDERAL DEPARTMENTS
Senate bill 2944, introduced by Sena­
tor Wagner in congress May 13th (cal­
endar day, May 29th) and referred to 
the committee on judiciary, would pro­
hibit any one except an attorney from 
representing another in prosecuting be­
fore any governmental department or 
agency a case involving construction of 
statutes of the United States. The bill 
also authorizes each department and 
agency of the United States to prescribe 
rules and regulations governing prac­
tice before it. Heavy penalties are pro­
vided for violation.
I t is generally agreed among account­
ants who have discussed this bill that its 
provisions would prevent certified pub­
lic accountants from representing tax­
payers before the bureau of internal rev­
enue in many cases of the type now 
commonly undertaken by accountants. 
Possibly the activities of professional ac­
countants before other governmental de­
partments would also be curtailed by 
the bill, although it is not believed that 
the relations of accountants with the se­
curities and exchange commission would 
be affected by the phraseology of the 
bill.
At the date that this B ulletin  goes to 
press no arrangements have been made 
for hearings on the bill and advice from 
Washington indicates that passage seems 
unlikely in view of the legislative jam 
in Congress.
The Institu te’s committee on federal 
legislation has this bill under considera­
tion, and if any member of the Institute 
has a suggestion to offer it is requested 
that it be sent to the secretary.
The full text of the bill follows:
A B i l l
“ To prevent and make unlawful the 
practice of law before government 
departments, bureaus, commissions, 
and their agencies by those other than 
duly licensed attorneys at law.
“ Be it  enacted by the senate and house 
of representatives of the United States
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of A m erica in congress assembled, That 
no representative of any person, corpo­
ration, association, partnership, or any 
other legal entity, except a sovereign 
state, municipal corporation, or any po­
litical subdivision thereof, shall in any 
way present to, prosecute before, or com­
promise with any department, bureau, 
commission, or other executive or ad­
ministrative agency of the United States 
any claim, proceeding, or other matter 
when the interpretation or construction 
of the constitution or statutes of the 
United States is involved, affecting any 
rights arising or created thereunder, in 
return for any compensation, gift, or re­
ward, or promise thereof, unless such 
representative shall be an attorney at 
law who is duly licensed and admitted 
to practice law before the court of last 
resort of the District of Columbia or in 
the state, territory, or insular possession 
of the United States in which he or she 
is, or has been a resident at the time of 
being so licensed to practice law, and 
unless said attorney at law shall also be 
duly licensed or authorized to practice 
or not otherwise prohibited by law or 
regulation from practicing, before the 
department, bureau, commission, or 
other agency of the United States hav­
ing jurisdiction over or before which is 
pending such claim, proceeding, or other 
matter, in accordance with such rules 
and regulations as may be prescribed by 
the head of such department, bureau, 
commission, or other agency.
“ The head of each department and of 
each independent bureau, commission, 
and such other agency of the United 
States is hereby authorized to prescribe 
such rules and regulations, not incon­
sistent with this act, as he may deem 
necessary and proper to carry out and 
make more effective the provisions 
hereof and to provide rules of practice 
and procedure, for the practice before 
the department, bureau, commission, or 
agency of which he is the head, appli­
cable to the presentation, prosecution, 
and compromise of such claims, proceed­
ings, or other matters, before, with, or 
to such department, bureau, commis­
sion, and agency: provided, that noth­
ing herein shall apply to the army, na­
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val, or diplomatic service of the United 
States, to any claim, proceeding, or mat­
ter before the departments of navy, war, 
and state that is not of a commercial na­
ture, or to the patent office of the United 
S tates: and provided further, that noth­
ing herein shall prevent or be construed 
to prevent a partnership, voluntary as­
sociation, or corporation, by one or more 
of its partners, officers, or regular em­
ployees or any individual, from appear­
ing in its or his own behalf in the pres­
entation of such claim, proceeding, or 
other matter referred to above.
“ Any person or corporation who shall 
violate any of the provisions hereof shall 
be guilty of a misdemeanor and upon 
conviction thereof shall be fined not 
more than $1,000 or be imprisoned for 
not more than six months, or both, to­
gether with the costs of prosecution.
“ This act shall become effective on the 
expiration of th irty  days after the enact­
ment thereof. All prior statutes in any 
way inconsistent with any of the provi­
sions of this act are hereby repealed as 
of the date when this act becomes effec­
tive, to the extent of such inconsistency, 
including the following acts or parts of 
acts which are hereby repealed: section 
261 of title 5 of the United States code 
(23 stat. 258); section 493 of title 5 of 
the United States code (23 stat. 101); 
and section 415 of title 19 of the United 
States code (36 stat. 464). I f  any provi­
sion of this act or the application thereof 
to any person or circumstances is held 
invalid, the remainder of the act, and 
the application of such provision to 
other persons or circumstances shall not 
be affected thereby. All existing rules 
and regulations of any department, bu­
reau, commission, or other agency of the 
United States not inconsistent with the 
provisions thereof shall remain in full 
force and effect, notwithstanding the re­
pealing provisions hereof, until such 
time as new rules and regulations shall 
be prescribed and promulgated under 
the authority of and in accordance with 
the provisions of this act, but in no 
event after the expiration of ninety days 
after the enactment hereof.’’
APPOINTMENTS TO STATE BOARD
The following appointments to the 
Texas state board of accountancy have 
been announced:
C. M. Grider, chairman, El Paso.
J. B. Allred, secretary, Wichita Falls. 
Clinton E. Smith, San Antonio.
T. B. Trotter, Houston.
Frank L. Wilcox, Waco.
TITLE "CHARTERED" PROTECTED 
BY RULING IN AUSTRALIA
The Institute has recently learned of 
the favorable decision rendered in a suit 
of the Institute of Chartered Account­
ants in Australia to restrain an account­
ant from calling himself a “ chartered 
accountant” by virtue of membership 
in an institute of chartered accountants 
incorporated as a national institution in 
the United States.
Interlocutory motion for an injunc­
tion was brought by the Institute against 
Henry Charles Brierley. I t  was sub­
mitted by the plaintiff that the only 
persons having the right to represent 
themselves in Australia as chartered ac­
countants were members of the Institute 
of Chartered Accountants in Australia 
or of a society or institute referred to in 
the royal charter of that organization.
The court granted an interim injunc­
tion restraining the defendant from 
using the letters “ F. C. A .”  or the 
words “ chartered accountant”  in any 
manner in connection with his business 
without some accompanying description 
making it clear that he is not a member 
or at present entitled to become a mem­
ber of the Institute of Chartered Ac­
countants in Australia. The defendant 
was also restrained from using the name 
of any organization other than the plain­
tiff or another organization incorpo­
rated in the United Kingdom under the 
name of Institute of Chartered Account­
ants in a way calculated to induce the 
public to believe that it is connected 
with or identical with the Institute of 
Chartered Accountants in Australia.
0
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a n n o u n cem en ts  o f  securities  
AND EXCHANGE COMMISSION
The following announcements have 
been released by the securities and ex­
change commission under the securities 
act of 1933 and the securities exchange 
act of 1934:
Securities Act:
Release No. 368, May 11, 1935—Amend­
ment to instructions for use of form A-2 to 
liberalize conditions under which balance- 
sheets earlier than those ordinarily required 
may be accepted.
Release No. 369, May 11, 1935—Amend­
ment to instructions for use of form A-2, 
permitting a registrant, organized as the 
successor to a single predecessor, to use 
form A-2 under certain conditions.
Securities Exchange Act:
Release No. 213, May 7, 1935—Announce­
ment of adoption of form 13 for permanent 
registration of securities of insurance com­
panies other than life and title insurance 
companies and amendment of instructions 
for use of form 10 to provide that securities 
of title insurance companies may be regis­
tered on form 10.
Release No. 222, May 9, 1935—Announce­
ment of extension of time for filing applica­
tions for permanent registration of securi­
ties for which forms have not yet been pub­
lished.
Release No. 224, May 13, 1935—An­
nouncement of adoption of form 14 for per­
manent registration * of certificates of de­
posit issued by a commitee.
Release No. 229, May 15, 1935—Amend­
ment of rule UB2, relating to treatment of 
confidential data filed in compliance with 
requirements for registration.
Release No. 233, May 16, 1935—Announce­
ment of adoption of form 15 for perma­
nent registration of securities of incorpo­
rated investment companies.
Release No. 236, May 18, 1935—An­
nouncement of adoption of form 16 for per­
manent registration of voting trust certifi­
cates and securities held subject to voting 
trust agreements.
The complete texts of these and other 
releases can be obtained by request from 
the securities and exchange commission, 
Washington, D. C.
A m o u n t s  D u e  F rom  S u b sid ia r ies
In  response to an inquiry received by 
the American Institute of Accountants 
and forwarded to the securities and ex­
change commission, the commission has 
clarified its requirements for the state­
ment of amounts due from subsidiaries 
in registration statements filed on form 
10 under the securities exchange act of
1934.
Following is the text of the inquiry 
received by the In stitu te :
“Referring to the instruction book for 
form 10 and more particularly to the in­
structions in relation to the balance-sheet, it 
will be noted that under the caption ‘Cur­
rent assets’ it is required that the total of 
current assets shall be stated. There must 
be filed a balance-sheet for the registrant 
corporation as well as a consolidated bal­
ance-sheet of the registrant and its subsid­
iaries. The registrant has included among 
its assets amounts due from subsidiaries. 
With respect to this item the instruction 
book provides that the total of current 
amounts due from subsidiaries shall be 
shown as a separate item under ‘Other cur­
rent assets’. It further states that the in­
debtedness of a subsidiary or any affiliate as 
may be designated ‘current’ shall not be 
considered as current unless the net current 
asset position of such affiliates justifies such 
treatment.
“My query has to do with the following:
“Company ‘A’ owns directly a number of 
subsidiaries which in turn have subsidiaries 
of their own, which in their turn have sub­
sidiaries. A large number of companies are 
involved and in order to determine whether 
or not the amounts due a parent company 
from its directly owned subsidiaries are cur­
rent or non-current, it will be necessary to 
trace the net asset position of each of the 
subsidiaries, no matter how remote they may 
be from the parent company, inasmuch as 
they owe amounts to their parent compa­
nies. There are other factors beside the abil­
ity to pay which may stamp an amount due 
as being current or non-current. For in­
stance, current assets of foreign subsidiaries 
may not, because of working-capital require­
ments or restrictions on the free flow of ex­
change, be considered current. Cash may be 
held to provide for construction or the ac­
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quisition of properties. It appears to us 
that the intent of a subsidiary to pay the ac­
count of the parent company has a good 
deal to do with classifying that account as 
current or non-current. My question is, is 
the registrant company compelled to segre­
gate amounts due from subsidiaries as be­
tween current and non-current assets or can 
it elect to furnish the balance-sheet with the 
total amount due from subsidiaries shown as 
one item without segregation as between the 
above classifications?
“Referring to schedule 9, ‘Income from 
dividends’, column C is provided to show 
‘Amount of registrant’s equity in affiliate’s 
earnings or losses for period of report’. 
Does this call for the consolidated earnings 
or losses of a subsidiary or will it be suffi­
cient to show the earnings of a subsidiary 
including the dividends which it may have 
received from its subsidiaries? We have in 
mind the amount of work involved in pre­
paring consolidated income accounts of 
groups of companies where the parent com­
pany owns directly or indirectly a large 
number of subsidiaries. The difficulty arises 
in part from the necessity of eliminating in­
ter-company profits as between companies 
in any one group. We have in mind includ­
ing on this schedule the unconsolidated earn­
ings of the subsidiary and indicating the 
amount of dividends included therein of its 
subsidiaries. Will this satisfy the commis­
sion’s requirements?”
The commission replied as follows:
“In regard to your question concerning 
the statement of amounts due from subsid­
iaries, it would appear satisfactory, in the 
absence of any facts which would tend to 
make such statement misleading, to state 
both current and non-current balances in an 
aggregate item, provided the item is not car­
ried in the current-asset section of the regis­
trant’s balance-sheet. As a matter of fact, 
it would appear incorrect to state any bal­
ance as current, if, actually, such balance is 
not a current item, regardless of the finan­
cial condition of the subsidiary. Further­
more, it would appear incorrect to carry an 
amount due from a subsidiary as current, if 
the financial condition of such subsidiary 
does not warrant such treatment, even 
though there is a possibility of repayment in 
the current period. In view of the difficul­
ties, and under the circumstance of your
case, an aggregate item, properly explained, 
would probably be the best manner of state­
ment. It should be noted that the regis­
trant may depart from the form of financial 
statement suggested in form 10, if another 
form will better indicate the significance and 
character of the financial data, in the light 
of the instructions.
“As to your second question, while no of­
ficial interpretation of the requirements of 
column C of schedule 9 has been issued, it is 
my opinion that it probably would be satis­
factory to include in this schedule the un­
consolidated earnings of a subsidiary and to 
indicate the amount of dividends included 
therein of its subsidiaries.”
S e c u r it ie s  o f  I n s u r a n c e  C o m p a n ie s
The securities and exchange commis­
sion on May 7th promulgated a new 
form for the registration on national se­
curities exchanges of securities of com­
panies in the general fire and casualty 
insurance business. This is form 13, the 
fourth in the series of new forms for 
registration under the securities ex­
change act. The form is not to be used 
by corporations engaged primarily in 
the business of guaranteeing mortgage 
or mortgage participation securities, nor 
is it designed for life or title insurance 
companies. The commission has, how­
ever, promulgated a rule providing that 
life insurance companies shall use form 
13 pending the promulgation of a sep­
arate form for their use. The commis­
sion has amended its rules for the use of 
form 10 to provide that it shall be used 
by title insurance companies.
Form 13 follows closely the require­
ments for industrial corporations, being 
changed only to meet the peculiar char­
acteristics of fire and casualty insurance 
companies. I t  is not at present required 
that financial statements filed with the 
registration statements be certified by 
independent public accountants but the 
commission has reserved for considera­
tion the advisability of requiring certifi­
cation of financial statements filed by 
companies later seeking registration.
C e r t if ic a t e s  o f  D e p o s it
Form 14 for the registration on na­
tional securities exchanges of certificates
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of deposit issued by a committee was 
promulgated by the commission on May 
13th.
It requires, among other data, two fi­
nancial schedules giving information 
concerning the receipts and disburse­
ments and the assets and liabilities of 
the committee. These schedules are to 
be certified by independent public ac­
countants.
C o n f id e n t ia l  I n f o r m a t io n
The commission on May 15th issued 
an announcement that it had amended 
its rule UB2, relating to the treatment 
of confidential information filed under 
the securities and exchange commission. 
The amendment was designed to protect 
further the privacy of such information.
I t eliminates the necessity of filing 
copies of confidential data with the ex­
changes on which the securities are 
listed, but provides for filing additional 
copies with the securities and exchange 
commission which may be forwarded to 
the exchanges in the event the commis­
sion determines that it is in the public 
interest to do so. If  the commission 
should so determine in any case, it is 
provided that a ten-day period shall 
elapse before the information is made 
available to the public. During that pe­
riod the person seeking confidential 
treatment of the information may notify 
the commission that he intends to seek 
review of its determination. Upon such 
notification, the commission will with­
hold the information for a period of 
sixty days or until the petition for re­
view has been disposed of. When the 
commission denies a request for confi­
dential treatment, permission is granted 
to withdraw all papers within ten days.
S e c u r it ie s  o f  I n v e s t m e n t  C o m p a n ie s
Form 15 for the registration of se­
curities of incorporated investment 
companies, following generally the re­
quirements of form 10 except as regard 
financial statements, was promulgated 
by the commission on May 16th.
The requirements for financial state­
ments differ essentially from those of 
form 10. In  the first place, it is pro­
vided that financial statements of sub­
sidiaries may not be consolidated with 
those of the company registering, unless 
the subsidiary is itself an investment 
company. Further, it is not required 
that the balance-sheet show a differenti­
ation between current and fixed assets. 
I t  is required, however, that the balance- 
sheet show, as to all marketable securi­
ties, both cost and market values. Rea­
sonable flexibility is permitted in the 
manner in which these values are shown. 
Reserves, if established, for deprecia­
tion or appreciation of investments are 
to be shown separately in the balance- 
sheet. If  reserves for depreciation are 
not established, it is required that the 
adjustment necessary to reflect such de­
preciation be indicated in the surplus 
account. Earned surplus must be seg­
regated. There must be made in the 
profit-and-loss statement a clear differ­
entiation between income from divi­
dends and interest and capital gains and 
losses.
A ccountancy T w enty -f iv e  
Y ears Ago
“Unless all signs fail we shall see a fed­
eral charter law within the next year or 
two. . . . Assuming that the corporation has 
complied with the statutory requirements and 
has obtained a federal charter, regulation of 
the corporation in the interest of the com­
munity should be effected by compulsory 
publicity, rather than by direct supervision 
and control.
“Such publicity should be exacted by 
statutory requirements as follows:
“ (a) The accounts of such national cor­
porations should be audited annually by 
public accountants to be elected annually by 
the stockholders.
“ (b) A condensed balance-sheet and in­
come and profit-and-loss account sworn to 
by the officers and certified to (under a pre­
scribed form of certificate) by the auditor 
should be mailed annually to each stock­
holder.”
The J o u rn a l o f  A cco u n ta n cy , June, 1910.
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STATE LEGISLATION
ACCOUNTANCY BILLS
Of the eleven bills affecting the ac­
countancy laws of various states re­
ported in the last issue of the B ulletin  
as pending, only four remain before the 
legislatures. Since the last report, three 
bills have been passed and approved 
and four died upon adjournment of the 
legislatures. One new bill has been in­
troduced.
Following is a summary of the latest 
information on state legislation received 
by the In stitu te :
Ca l ifo r n ia
Assembly bill 965, introduced in the 
California legislature on January 24th, 
is still before the committee on govern­
mental efficiency. This is a two-class 
restrictive bill.
F lorida
The three bills introduced in the Flor­
ida legislature on April 23rd providing 
for administrative changes in the ac­
countancy law of that state have been 
passed by the legislature and were ap­
proved by the governor on June 7th. 
Their provisions will be given in a sub­
sequent B ulletin.
M isso ur i
House bill 49, which is of the two- 
class restrictive type, and house bill 282, 
providing for waiver of the certified 
public accountant examination, which 
have been pending in the Missouri leg­
islature since early in February, died 
when the legislature adjourned on May 
29th.
O hio
A two-class restrictive bill, known as 
senate bill 288, died in the Ohio house 
of representatives after being passed by 
the senate. The legislature adjourned 
on June 4th.
P e n n s y l v a n ia
House bill 2236, which would prohibit 
practice of accountancy in Pennsyl­
vania under an assumed name was read 
for the second time in the senate on 
June 4th. I t  has already been passed by 
the house of representatives.
T e x a s
House bill 518, which had been pend­
ing in the Texas legislature since March, 
died without action when the legislature 
adjourned on May 11th. This was a 
two-class restrictive bill.
I l l in o is
House bill 794, introduced in the Illi­
nois legislature on April 11th, was re­
ported favorably to the house of repre­
sentatives on June 5th. I t  would make 
a minor change in the administration of 
examinations for professional licenses, 
including those for certificates of 
authority to practice public accounting.
Senate bill 520, specifying the func­
tions and procedures of the department 
of registration in exercising its licensing 
power and regulation of public account­
ants, was introduced on May 21st and 
was passed in the senate on June 6th.
W isc o n sin
I t  has been reported to the Institute 
that assembly bill 820, introduced in the 
Wisconsin legislature to repeal the 
existing accountancy law and substitute 
one of the two-class restrictive type, has 
been amended and referred to the as­
sembly committee on judiciary. The 
amendment eliminates the requirement 
that other states and foreign countries 
extend recognition to Wisconsin certi­
fied public accountant certificates in or­
der that their certificates be recognized 
by the Wisconsin state board of ac­
countancy.
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APPOINTMENT OF AUDITORS
Many bills relating to the appoint­
ment of auditors in various capacities 
have been introduced in the state legis­
lature this year. Following is a sum­
mary, by states, of those which have 
been passed and approved as this B ulle­
tin  is published:
I daho
Senate bill 87, approved by the gover­
nor of Idaho on March 4th, requires 
that the books and records of all county 
officers shall be audited at least once 
every two years, beginning January 14,
1935. The audits are to be made at the 
instruction of the boards of county com­
missioners in conformity with uniform 
specifications prescribed by the state bu­
reau of public accounts. A form of con­
tract for these engagements is also pre­
scribed.
In  accordance with house bill 123, ap­
proved March 19th, every incorporated 
city and village of the state of Idaho 
must be audited by a recognized public 
accountant at least once in every two 
years, beginning January 1, 1935. Uni­
form specifications are to be prescribed 
by the state bureau of public accounts. 
A form of contract between the council 
or board of trustees of the municipality 
and the accountant is provided in the 
law.
K a n sa s
I t is directed by house bill 407, ap­
proved on March 6th, that the accounts 
of all counties and first and second class 
cities in the state of Kansas shall, within 
two years after Ju ly  1, 1935, and annu­
ally thereafter, shall be audited by li­
censed municipal public accountants or 
certified public accountants.
The act establishes a state municipal 
accounting board which is authorized to 
determine what qualifications shall be 
required of applicants for licenses as 
municipal public accountants and to is­
sue regulations for the granting of such 
licenses.
M a r y l a n d
An annual audit of the accounts of 
Anne Arundel county, Maryland, was 
authorized by house bill 138 which was 
approved on April 29th. The county 
commissioners are directed to select an 
auditor for the engagement on the basis 
of competitive bidding.
M isso ur i
I t  is required by house bill 15, ap­
proved on April 8th, that an annual au­
dit of the accounts of each county in 
Missouri be made by an agent selected 
by the county court and that the report 
of this agent be published. A form of 
certificate is prescribed.
M in n e so t a
House bill 787, which is a revision of 
the probate laws of Minnesota, provides 
for the appointment of auditors by pro­
bate courts in any matter involving an 
annual, partial or final account. Follow- 
ing is the text of the sections which pro­
vide th is :
" Section 22. Appointment. The court 
may appoint an auditor in any matter 
involving an annual, partial or final ac­
count, or the amount due on a claim or 
an offset thereto. Such appointment 
may be made with or without notice on 
the court’s own motion or upon the pe­
tition of the representative or of any 
persons interested in the estate or guard­
ianship.
“ Section 23. Powers. The auditor 
shall have the same power as the court 
to set hearings, grant adjournments, 
compel the attendance of witnesses and 
the production of books, papers and doc­
uments, and to hear all proper evidence 
relating to such matter. He shall report 
his findings of fact to the court.
" Section 24. Compensation. The au­
ditor shall be allowed such reasonable 
fees, disbursements and expenses as may 
be determined by the court and shall be 
paid by the representative as expenses 
of administration or guardianship or by 
the person applying for such audit as 
the court may determine.”
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These provisions were included in the 
act at the suggestion of the Minnesota 
chapter of the American Institute of 
Accountants.
N e w  H a m p s h ir e
House bill 296, establishing a state 
board of welfare and relief, approved 
on March 13th, provides that grants to 
municipalities for poor relief may be 
made subject to audit of the accounts 
showing the expenditures of the munici­
palities for poor relief. The state comp­
troller is authorized to engage such au­
ditors as may be necessary to conduct 
these examinations.
O r e g o n
I t is provided in house bill 488, ap­
proved on March 19th, that the secre­
tary  of state shall cause an annual ex­
amination to be made of the accounts of 
every municipal corporation in the state 
of Oregon. The expense of such audits 
is to be borne by the municipalities.
MEETINGS AND ELECTIONS
C a l if o r n ia
As this Bulletin went to press, members 
of the California State Society of Certified 
Public Accountants were holding their an­
nual meeting at the Palace hotel, San Fran­
cisco.
The meeting was scheduled to open on the 
morning of June 7th with the address of 
welcome by John F. Forbes, president of the 
society. Responses were to be made by the 
presidents of the Los Angeles, Fresno and 
San Francisco chapters. Norman L. Mc­
Laren was to speak on “Our profession—to­
day and tomorrow” and Fred D. Bullock on 
“A resume of acts of the recent session of 
the California state legislature affecting ac­
countants and accounting.”
At luncheon, Paul C. Smith, financial edi­
tor of the San Francisco Chronicle, was to 
speak on “Current Observations”.
During the afternoon session there were 
to be two addresses, “State taxes as admin­
istered by the state board of equalization” 
by Lester J. Ryan and “Oil inventories” by 
Howard S. Thompson.
At dinner William Dolge was to present 
the John F. Forbes medal to the candidate 
receiving the highest grade in the state ex­
aminations for the certified public account­
ant certificate.
The sessions on June 8th were to be de­
voted to official business and to be followed 
by a golf tournament and other forms of en­
tertainment.
C o n n e c t ic u t
The annual meeting of the Connecticut 
Society of Certified Public Accountants was 
held at the Hotel Taft, New Haven, on 
April 29th, and the following officers elected 
for the coming year:
Russell C. Everett, of Hartford, presi­
dent; William J. Hope, of Bridgeport, vice- 
president; Lewis Sagal, of New Haven, 
secretary; Guy Cambria, of Middletown, 
treasurer, and Milton H. Friedman, auditor.
Mr. Hope, who was formerly Connecticut 
state treasurer, discussed the activities of 
the Connecticut temporary committee to 
study the state tax laws. There was also 
discussion of competitive bidding for ac­
counting engagements and of the recent con­
ference of certified public accountants at At­
lantic City.
F lo rid a
At a recent meeting of the Jacksonville 
chapter of the Florida Institute of Account­
ants, the following officers were elected for 
the coming year: C. K. Milligan, president; 
S. George Hay, vice-president; B. E. James, 
secretary, and P. W. Fisher, treasurer.
G eo rg ia
The annual meeting of the Georgia Soci­
ety of Certified Public Accountants was held 
in the auditorium of the civic building, Co­
lumbus, on May 24th and 25th and the fol­
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lowing officers were elected for the coming 
year:
E. W. Gottenstrater, of Atlanta, presi­
dent; L. E. Campbell, of Atlanta, secretary; 
S. B. Ives, of Atlanta, treasurer, and E. M. 
Kenrick, Jr., of Atlanta, librarian.
The following were named to the board 
of trustees:
Norman D. Cann, of Atlanta, chairman; 
E. S. McDowell, Jr., of Valdosta; Joel 
Hunter, Jr., of Atlanta; George C. Baird, 
of Augusta, and W. J. Carter, of Atlanta.
The American Institute of Accountants 
was represented officially at the meeting by 
Walter Mucklow, of Jacksonville, a member 
of council and former vice-president of the 
Institute. He spoke on “Some thoughts re­
garding municipal accounting”.
Another speaker was George B. Hamilton, 
Georgia state treasurer, whose topic was 
“Responsibilities of a certified public ac­
countant in the rebuilding of the national 
economic structure”.
Savannah
The annual meeting of the Savannah 
chapter was held on May 13th. J. T. 
O’Brien, Jr., was elected chairman; A.
B. Dillon, first vice-chairman; Frank M. 
Gormly, second vice-chairman, and George 
M. Miller, secretary and treasurer.
I llino is
A dinner meeting of the Illinois Society 
of Certified Public Accountants was held at 
the Union League Club, Chicago, on May 
24th. Robert P. Vanderpoel, financial edi­
tor of the Chicago American, was the prin­
cipal speaker. A gold medal was presented 
to Lloyd I. Coveney, recipient of the high­
est grade on the examination for the certi­
fied public accountant certificate held in Illi­
nois on November, 1934.
I n d ia n a
The annual meeting of the Indiana Asso­
ciation of Certified Public Accountants was 
held on May 11th at the Columbia Club, In­
dianapolis. This was the twelfth anniver­
sary of the society.
The principal speakers were John S. 
Lloyd, secretary of the association and in­
structor in accounting at Butler university, 
whose subject was “Theory vs. practice” ; 
George S. Olive, a director of the associa­
tion, who spoke on governmental activities 
affecting industry, and William P. Flynn, a 
local banker, whose subject was “Account­
ants’ reports”.
The following officers were elected for the 
ensuing year: J. R. Wharton, of South 
Bend, president; J. B. Baerncopf, of In­
dianapolis, vice-president; John S. Lloyd, of 
Indianapolis, secretary, and A. R. Chap­
man, of Indianapolis, treasurer. Earle E. 
Thomas, W. M. Madden, Mr. Wharton and 
Mr. Baerncopf were elected directors. How­
ard W. Painter was re-elected auditor.
M aryland
The Maryland Association of Certified 
Public Accountants held its annual meeting 
at the Emerson hotel, Baltimore, on May 
14th. The business meeting was followed by 
a discussion of “The auditing of invento­
ries”. The leaders of the discussion were:
E. J. Stegman, chairman; William R. 
Walton, “Planning and taking inventories” ; 
Henry E. Spamer, “Retail methods—inven­
tories” ; J. L. McKewen, “Valuation of in­
ventories” ; Howard A. Schnepfe, “Unusual 
types of inventories”, and J. Elwood Arm­
strong, “The effect of inventory valuation 
upon the accountant’s certificate”.
Papers on these topics were read by the 
leaders and there was discussion from the 
floor.
The principal speaker was S. Ralph 
Warnken, a member of the Baltimore bar, 
whose topic was “Professional ethics”. Fol­
lowing his address, twenty-eight successful 
candidates in recent certified public account­
ant examinations received certificates from 
the Maryland board of examiners for public 
accountants.
M a ssa ch usetts
At the annual meeting of the Massachu­
setts Society of Certified Public Account­
ants, which was held at the Salem country 
club, Salem, on May 28th, the following 
were elected to office: Homer N. Sweet, 
president; Earle M. French, vice-president;
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Arthur W. Yardley, secretary; John F. 
Clarke, treasurer, and Louis Kremer, audi­
tor.
M ississippi
Members of the Mississippi Society of 
Certified Public Accountants held their an­
nual meeting on May 26th at Lamar hotel, 
Meridian.
The following officers were elected for the 
coming year: Stewart J. Parker, of Jack­
son, president; T. E. Lott, of Columbus, 
vice-president; Dick D. Quin, of Jackson, 
secretary-treasurer, and C. E. Powell, of 
Greenwood, F. J. Black, of Laurel, Thomas
E. Walsh, of Greenville, and R. H. Crook, 
of Meridian, governors.
H. W. Hennegin, of Little Rock, attended 
the meeting as the official representative of 
the American Institute of Accountants, of 
which he is a vice-president, and spoke on 
the activities of that organization. Other 
speakers were Clinton Vinson, mayor of 
Meridian, Thomas L. Bailey, speaker of the 
Mississippi house of representatives, B. J. 
Carter, representative of the Mississippi 
Bankers Association, and Andrew G. Gainey, 
secretary of the Meridian chamber of com­
merce.
Missouri 
Kansas City
The following officers were elected at the 
annual meeting of the Kansas City chapter 
of the Missouri Society of Certified Public 
Accountants, held on May 20th: John W. 
Rader, president; Paul F. Swantee, first 
vice-president; Leroy John, second vice- 
president; J. G. Stauffer, secretary, and
F. S. Craig, treasurer.
N ew  J ersey
The annual meeting of the New Jersey 
Society of Certified Public Accountants was 
held at the Downtown club, Newark, on May 
20th, and all officers were at that time re­
elected to serve during the coming year. 
They are:
Philip S. Suffern , president; Julius E. 
Flink, first vice-president; John A. Conlin, 
second vice-president; Theodore Krohn, sec­
retary, and W. Melville Coursen, treasurer.
Executives of several life insurance com­
panies were present as guests of the society 
and participated in discussion of “Life in­
surance and the problems of the day”. The 
speakers were Charles E. Mather, who pre­
sided during the discussion, and John S. 
Thompson and Robert M. Green, insurance 
company executives, who spoke on “Social 
security legislation” and “Elements of 
strength in life insurance companies”, re­
spectively.
N ew  Y ork
Members of the New York State Society 
of Certified Public Accountants held their 
annual meeting at the Waldorf-Astoria ho­
tel, New York, on May 13th. The following 
officers were elected for the coming year:
James F. Hughes, president; Morris C. 
Troper and Victor H. Stempf, vice-presi­
dents; William R. Donaldson, secretary; 
Walter A. Cooper, treasurer, and P. K. 
Knight, J. A. Marvin, J. F. D. Rorhbach, 
R. F. Starkey, Walter A. Staub and Isador 
Sack, directors.
Walter Rautenstrauch, professor of in­
dustrial engineering at Columbia university, 
outlined at the meeting a plan for industrial 
recovery designed to balance production and 
consumption.
Albany
A joint meeting of the Albany chapters of 
the New York State Society of Certified 
Public Accountants and of the National As­
sociation of Cost Accountants was held on 
April 16th at the Candlelight Inn, Albany. 
Robert I. Fletcher spoke on “The comptrol­
ler in modem business”.
Buffalo
The annual meeting of the Buffalo chap­
ter of the New York State Society of Certi­
fied Public Accountants was held at the 
Lafayette hotel, Buffalo, on May 6th. Wal­
ter A. Staub, then president of the state so­
ciety, was the principal speaker.
The following officers were elected: John 
M. Boyce, president; Carl C. Siegel, vice- 
president; George W. Contant, secretary, 
and James L. Strong, treasurer.
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Rochester
Officers for the coming years were elected 
at a recent meeting of the Rochester chapter 
of the New York State Society of Certified 
Public Accountants. They are: Sanford G. 
Slocum, president; Ralph B. Thomas, vice- 
president; Harold S. Russell, secretary, and 
Ralph S. Good, treasurer.
N ew  M exico
The annual meeting of the New Mexico 
Society of Certified Public Accountants was 
held at Albuquerque on May 25th and of­
ficers elected for the coming year, as fol­
lows: J. Bryan Stephenson, president; R. D. 
Jones, vice-president, and E. Harold Brad­
ley, secretary and treasurer. The officers, C. 
Lester Linder and Lon M. Fletcher consti­
tute the board of directors.
P e n n sy l v a n ia
Harrisburgh
Officers of the Harrisburgh chapter of the 
Pennsylvania Institute of Certified Public 
Accountants were elected for the coming 
year at the annual meeting of the chapter 
held on May 24th at the Penn-Harris hotel, 
Harrisburgh.
The new officers are: Harry Ness, of York, 
chairman; Edward A. Schneider, of Harris­
burgh, vice-chairman; Charles A. Rowland, 
of Pennsylvania state college, secretary; Jo­
seph W. Kettering, of Elizabethtown, treas­
urer, and Austin Rice, of Harrisburgh, au­
ditor.
Leonard P. Fox, research manager of the 
state chamber of commerce, Clarence L. 
Turner, president of the Pennsylvania insti­
tute, and W. K. Cookson, executive assistant 
to the president, were the principal speak­
ers. Charles E. Procasco, the retiring chair­
man, presided.
W a sh in g to n
The annual meeting of the Washington 
Society of Certified Public Accountants was 
held on May 10th at the Ranier Club, Seat­
tle. The meeting was devoted principally to 
the election of officers and consideration of 
plans for the tenth annual northwest con­
ference of certified public accountants to be 
held at Seattle during June.
Don S. Griffith was elected president of 
the society; Neil Sexton, vice-president; R.
C. Mounsel, secretary-treasurer; E. F. Cha- 
bot and James M. McConahey, directors, and
C. A. Andrews, auditor.
Seattle
At the annual meeting of the Seattle chap­
ter on May 22nd the following were elected 
to office: James M. McConahey, president; 
Carl R. Zener, vice-president; Max D. Isom, 
secretary-treasurer; C. A. Andrews and E. 
O. Jensen, directors, and John R. Freeman, 
auditor.
ANNOUNCEMENTS
McLaren, Goode & Co., of San Francisco, 
announce the admission to partnership of 
George E. Milner, James A. Runser and Ar­
thur A. Wender.
Mr. Ballard is the author of an article en­
titled “Slow assets as defined by the federal 
home loan bank board”, which appeared in 
the April issue of the Federal Home Bank 
Review.
John W. Ballard, who serves on the re­
view committee of the federal home loan 
bank board, recently addressed the Texas 
building and loan league and the southwest­
ern building and loan conference, at Dallas 
and Hot Springs, Ark., respectively, on 
“Analysis of building-and-loan statements”.
Grant L. Bell, of Scranton, was recently 
elected a director of the Scranton chamber 
of commerce.
James L. Benson, of Baltimore, was ap­
pointed Maryland state auditor on May 
25th. 
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Louis D. Blum, of New York, was elected 
chairman of the accounting and finance divi­
sion of the American Water Works Associ­
ation at the recent convention of that organ­
ization at Cincinnati.
William H. Compton, of Trenton, was 
appointed master in chancery on May 2nd.
Henry B. Fernald, of New York, spoke 
on “International double taxation” at a 
meeting of the American and Foreign Law 
Association held March 21st at the Lawyers’ 
club, New York. Mr. Fernald has b een 
selected by the Merchants Association of 
New York as a delegate to a meeting of the 
International chamber of commerce to be 
held at Paris, June 24th to 29th.
Lewis Gluick, of New York, on April 17th, 
delivered a lecture on “How the naval re­
serve is financed” as a part of a lecture 
course given for naval reserve officers at the 
headquarters of the third naval district, New 
York.
Edward J. Greaney, of Honolulu, has been 
made a consultant on tax legislation and 
budget-balancing of the house finance com­
mittee of the Hawaiian territorial legisla­
ture.
U. S. Greene, of Binghamton, N. Y., spoke 
over radio station WNBF on May 9th, ask­
ing support for the Blind Work Associa­
tion. Mr. Greene is the author of the matter 
under the title “Public accounting” in Nel­
son’s Encyclopedia, published during May.
Benjamin Harrow, of New York, spoke at 
a dinner of the St. John’s university Law 
Review, held on May 11th, on “Taxation of 
federal and state instrumentalities”.
Phillip A. Hershey, of San Francisco, has 
been appointed chief timer and calculator 
for the Northern California Power Cruiser 
Association.
W. P. Jordan, of Norfolk, Va., has been 
appointed assistant project auditor under 
the public works administration in that dis­
trict.
Louis D. Kork, of Portland, Ore., has 
been elected treasurer and director of the 
Portland City Club.
Theodore Krohn, of Newark, addressed 
students of the Seth Boyden school of com­
merce recently on “Qualifications for the 
practice of the profession of accountancy”.
Charles E. Mather, of New York, read a 
paper on “Control of income and expendi­
ture on city properties owned by life-insur­
ance companies” at the convention of the 
Life Office Management Association at New 
York on April 23rd.
J. L. McKewen, of Baltimore, addressed 
students of the Baltimore city college re­
cently on “The accounting profession”.
Lloyd Morey, of Urbana, spoke at a meet­
ing on May 18th of the association of Uni­
versity and College Business Officers on 
“Financial reports for colleges and universi­
ties”.
Spencer H. Over, of Providence, was 
elected on May 24th to serve his twenty- 
first consecutive term as president of the 
British Empire Club. Mr. Over has been 
president of the organization since its found­
ing.
M. F. Pixton, of Atlanta, addressed mem­
bers of the office executives division of the 
Georgia Cotton Manufacturers Association 
on “Depreciation as it relates to income 
tax” at a meeting at Atlanta, March 19th. 
Mr. Pixton has been re-appointed a member 
of the accountants’ council of the Atlanta 
chamber of commerce.
Harry S. Temple, of St. Paul, made an 
address entitled “Why some dealers lose 
money” at the annual meeting of the North­
western Retail Coal Dealers Association 
held on May 16th and 17th at Minneapolis.
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ELECTIONS
In  the absence of protest, the presi­
dent has declared elected as members 
and associates, respectively, the follow­
ing candidates whose election was recom­
mended by the board of examiners and 
approved by the council by mail ballot:
A dvanced to M em ber sh ip
Dent K. Burk, Bristol, Va.
Carleton M. Tower, Chicago
A dmitted  as M embers
Walter V. D. Bayer, New York 
Ivan F. Betts, Los Angeles 
Walter E. Brown, Boston 
Ralph Bullick, New York 
Harry C. Crosby, New York 
Freeman Howell Davis, New York 
Frederick W. Earnhardt, New York 
Russell C. Everett, Hartford 
Richard L. Federman, Minneapolis 
J. Edward Gibson, Boston 
Roland W. Gleason, New York 
Harold T. Houston, Boston 
Walter A. Hurley, New York 
Leroy John, Kansas City, Mo.
Howard B. Matthews, Chicago 
Daniel A. Murray, Milwaukee 
Ludvig C. Nielsen, Battle Creek 
Walter J. O’Donnell, Worcester 
Joe D. Penland, Knoxville 
John Clarkson Potter, Boston 
John W. Rader, Kansas City, Mo. 
William H. Ringold, St. Paul 
Maynard T. Ryan, Washington, D. C.
A. E. Sanford, Jackson, Miss.
Leonard E. Schenck, New Orleans 
Troy G. Thurston, Indianapolis 
James D. Vaughan, Boston 
Norman H. S. Vincent, Boston 
William C. Wheeler, New York 
Ernest S. Woolley, New York 
Oscar J. Youngberg, New York
A dm itted  a s  A ssociates
Robert W. Andrews, Youngstown 
Warren E. Banks, Hot Springs 
J. Frederick Johnson, Portland, Ore.
ANNUAL MEETING
A tentative program for the annual 
meeting of the Institute, to be held a t 
the Copley-Plaza hotel, Boston, October 
14th to 17th, has been arranged by the 
committee on meetings.
B u s in e s s  P rogram
The first day will be devoted to regis­
tration and the regular meeting of coun­
cil.
The general session will convene on 
Tuesday, October 15th, at 9 :30 a .m . with 
the invocation, the address of welcome, 
the president’s address and the submis­
sion of annual reports. There will then 
be two more addresses and the meeting 
will adjourn for luncheon.
At 2 :15 p .m . there will be another ad­
dress, after which there will be round­
table discussions. A t these discussions 
there will be three simultaneous meet­
ings, each lasting for an hour and a half.
The entire morning and afternoon of 
Wednesday, October 16th, will be de­
voted to round-table discussions. The 
day will be divided into four periods 
of an hour and a half each. During 
each period there will be two simul­
taneous meetings.
At 8 p .m . on Wednesday there will be 
an open meeting of representatives of 
state accountancy boards.
The general session will convene on 
Thursday, October 17th, at 10 a .m . for 
the election of officers and other busi­
ness. After the transaction of regular 
business there will be an address. There 
will be another address at 2 :15 p .m . and 
at 3 :15 there will be a meeting of coun­
cil.
E n t e r t a in m e n t  P rogram  
There will be a reception for members 
and the ladies on Monday, October 14th, 
at 8:15 p .m .
Tours and other entertainment for the 
ladies throughout the day on Tuesday 
have been arranged. On Tuesday eve­
ning there will be an informal dinner 
and special entertainment for members 
and the ladies.
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The golf tournament will be held on 
Wednesday. Throughout the day there 
will be sight-seeing tours and other en­
tertainment for the ladies.
On Thursday, at 7 :30 p .m ., there will 
be the annual banquet, at which there 
will be one speaker. This will be fol­
lowed by dancing.
A d d r e s se s
A rthur Andersen, of Chicago, a mem­
ber of the Institute, has accepted an in­
vitation to make an address at the annual 
meeting on “ The interpretation of finan­
cial statements.”  His paper will be 
prepared primarily to explain the sig­
nificance of accounting reports to in­
vestors.
F our other addresses are planned, and 
although arrangements with the speakers 
have not yet been completed, the sub­
jects have been tentatively selected.
One will deal with some phase of in­
vestment banking or the practical effect 
of the securities act and the securities 
exchange act on dealings in securities 
and their valuation in the market.
Another will be on the subject of hold­
ing companies.
There will be an address on the out­
look for stabilization or “ The restora­
tion of more orderly financial conditions 
in  the international realm.”
I t  is expected that another address 
will deal with the industrial situation.
The subjects for round-table discus­
sion have not been selected. They will, 
however, be announced to the member­
ship in  advance of the meeting.
EXAMINATION RESULTS
An analysis of the grades awarded by 
the Institu te’s examiners in the ex­
aminations conducted on May 16th and 
17th in states cooperating with the 
American Institute of Accountants re­
veals the following results:
Of the 295 candidates taking the ex­
amination in law, 176 (59.7%) passed; 
of the 288 candidates taking the ex­
amination in auditing, 84 (29.2%) 
passed, and of the 395 candidates taking 
the examination in accounting, 71 
(18%) passed.
JOHN JAMES BAIRD
W ord has been received of the death 
on December 7, 1934, of John James 
Baird, a member of the Institute since 
1918. Mr. Baird was admitted to the 
Institute as an associate in 1917.
Mr. Baird was a native of Scotland. 
He attended schools at Edinburgh and 
the University of Edinburgh, and was 
admitted to membership in the Society 
of Chartered Accountants in Edinburgh, 
Scotland. He came to this country in 
1904 and until 1916 was associated with 
several public accounting firms at New 
York. In  1916 he entered the firm of 
Lingley & Baird, which later became 
Lingley, Baird & Dixon.
At the time of his death, Mr. Baird 
was not in public practice. He was re­
siding at Daytona, Fla.
JOHN ALEXANDER COOPER
John Alexander Cooper, of Chicago, 
a charter member of the American In ­
stitute of Accountants, died at Chicago 
on Ju ly  6, 1935.
Mr. Cooper was one of the early lead­
ers of the accountancy profession in this 
country. He was an active member of 
the American Association of Public Ac­
countants, predecessor of the Institute, 
being chairman of the committee on con­
stitution and by-laws for many years. 
He practised as a certified public ac­
countant on his own account.
HOMER ADAMS DUNN
Homer A. Dunn, partner in the firm 
of Haskins & Sells and for many years 
a member of the American Institute of 
Accountants, died on June 15, 1935, at 
the age of 75.
Mr. Dunn was born at Valley Falls, 
Kansas. He became associated with 
Haskins & Sells in 1902. He was at one 
time chairman of the National Associa­
tion of Certified Public Accountant Ex­
aminers and served as secretary of the 
New York state board of certified public 
accountant examiners.
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WILLIAM E. GIBBS
William E. Gibbs, of Westfield, Mass., 
a charter member of the American In ­
stitute of Accountants, died on May 7,
1935. Mr. Gibbs had not been in public 
practice for some years.
ELMER L. HATTER
The death of Elmer L. Hatter, a char­
ter member and former vice-president of 
the American Institute of Accountants, 
occurred at Baltimore on June 23, 1935. 
He had been in ill health for many 
months.
Mr. H atter had a long record of serv­
ice in the Institute. W ith the exception 
of one year he served continuously on 
the council from 1916 until 1933, when 
he was elected vice-president. He was a 
member of the committee on meetings in 
1917 and in 1921. He was a member of 
the board of examiners from 1921 until 
1933 and at the time of his death. He 
served on the committee on nominations 
in 1925.
Mr. H atter was a certified public ac­
countant of Maryland and Pennsylvania. 
He practised on his own account.
M. E. J. PAPKE
M. E. J . Papke, of Chicago, a member 
of the Institute since 1918, died on May 
12th. Mr. Papke was admitted to the 
Institute as an associate in 1917.
He was born in 1870 at Posen, Ger­
many. In  this country he was associ­
ated with Haskins & Sells, at Chicago, 
and A rthur Young & Co., for whom he 
was office manager at Chicago for more 
than thirteen years. Mr. Papke later 
practised on his own account, as partner 
of M. E. J . Papke & Co.
WALTER E. PAUL
Walter E. Paul, of Oklahoma City, a 
member of the Institute since 1923, died 
suddenly on April 24, 1935. He was 
admitted to the Institute as an associ­
ate in 1921.
Mr. Paul was born in 1890 at Nash­
ville, Ill., and at an early age moved to 
Washington, D. C., where he attended
George Washington university. Mr. 
Paul was in public accounting practice 
from 1923 until 1926 with the firm of 
Crockett, Couchman & Crawford, being 
for a time manager of the New York of­
fice. From 1926 until the time of his 
death he was chief of tax counsel for the 
T. B. Slick estate at Oklahoma City. 
Until shortly before his death, he was 
president of the Oklahoma School of Ac­
countancy, Law and Finance.
GEORGE MOORE RUECK
George Moore Rueck, of Newark, a 
member of the Institute since 1916, died 
on June 17, 1935, at Lakewood, N. J., as 
the result of injuries received in an au­
tomobile accident. Mr. Rueck was a cer­
tified public accountant of New Jersey 
and New York. He practised on his 
own account.
SIR GEORGE TOUCHE
Sir George Touche, a member of the 
Society of Chartered Accountants in  
England and Wales and partner in the 
public accounting firm of Touche, Niven 
& Co., died on Ju ly  7th at his home near 
Dorking, Surrey. He was seventy-four 
years old.
Sir George was a native of Edinburgh 
and attended the University of Edin­
burgh. He was sheriff of the city of 
London, 1915-1916, was knighted in  
1917 and was made a baronet in 1920. 
For eight years, Sir George was a mem­
ber of the house of commons.
COMMITTEE APPOINTMENTS
The following local subcommittee has 
been formed, with the approval of the 
president, by a member of the special 
committee on development of the In ­
stitute :
LOUISVILLE
L. Tipton Young, chairman 
George F. Meldrum 
Audie J. Lynn
5
Bulletin of American Institute of Accountants
BILLS TO REGULATE PRACTICE 
BEFORE FEDERAL DEPARTMENTS
S e n a t e  B il l  2944
The Institute has received informa­
tion from authoritative sources that 
there is little likelihood that action will 
be taken at this session on senate bill 
2944, to limit practice before federal de­
partments to attorneys.
The bill has been referred to a sub­
committee of the senate committee on 
judiciary, the personnel of which con­
sists of Senator King, of Utah, chair­
man, Senator Hatch, of New Mexico, 
and Senator Hastings, of Delaware.
Although it is understood that no 
hearings on the bill are contemplated at 
this session because of the shortness of 
time and the number of bills under con­
sideration, the Institute has requested 
an opportunity to appear if  hearings 
are called.
The Institute has received no infor­
mation that would indicate that either 
the American Bar Association or the 
District of Columbia Bar Association is 
responsible for the introduction of the 
bill or is actively supporting it. The 
Federal Bar Association of New York, 
New Jersey and Connecticut, however, 
according to newspaper reports, has ap­
pointed a special committee to organize 
support for the measure. Announce­
ment of the appointment of this commit­
tee, accompanied by statement by Henry 
W ard Beer, president of the association, 
appeared in the New York press on 
June 10th.
The Institu te’s committee on federal 
legislation has been in communication 
with the American Bar Association’s 
committee on unauthorized practice of 
the law, seeking its co-operation in ef­
fecting the withdrawal of the bill.
Up to this time the judiciary commit­
tee of the senate has not placed the bill 
on a calendar for hearings, and in view of 
the approach of the end of the present 
session of congress, it seems likely that 
no action on the bill will now be taken.
S e n a t e  B il l  2512
Since publication of the last B ulletin , 
the Institu te’s committee on federal leg­
islation has given intensive study to sen­
ate bill 2512, which was passed by the 
senate on May 13 (calendar day May 
28), and is now in the hands of a sub­
committee of the committee on judiciary 
of the house of representatives. This is 
the so-called “ lobbyists bill.”
The phraseology of the bill, which 
may be unintentional in this respect, is 
such that it would apparently require 
accountants practising before govern­
ment departments to register with the 
federal trade commission and file de­
tailed information concerning their con­
tracts with clients and the performance 
of their engagements. This interpreta­
tion of the bill is supported by the opin­
ion of counsel.
The following letter was addressed by 
the committee on federal legislation to 
the chairman of the house committee on 
jud iciary :
“Dear Sir:
“Senate bill No. 2512 now in the hands of 
your committee would, if enacted in its pres­
ent form, impose an unnecessary and unjus­
tifiable burden upon taxpayers and other 
claimants before government departments 
by hampering the professional men who rep­
resent them. We do not believe that the bill 
is intended to do this, but through ambiguity 
in its wording it seems obvious that its en­
actment would have an unfortunate effect.
“We refer to the following phrases among 
those indicating who shall be subject to the 
act: ‘Any person who shall engage himself 
for pay . . .  to attempt . . .  to influence any 
such bureau . . .  in the administration of 
any governmental duty, so as to give any 
benefit or advantage to any private corpora­
tion or individual.’ These phrases would 
apply to professional men enrolled as agents 
entitled to represent clients before the treas­
ury department. Attorneys and accountants 
who practise before the treasury department 
are already registered with the committee on 
enrollment and disbarment and are subject 
to extensive regulations. The requirement of 
senate bill No. 2512 that they must enroll 
with the federal trade commission and sup­
ply extensive information about their prac­
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tice would be a great inconvenience and 
would serve no useful purpose. To deal 
with such professional men in the same man­
ner as lobbyists would be dealt with would 
not be fair nor consistent. A professional 
man representing a client in a tax case, for 
example, is not in the same category with a 
man who attempts to influence legislation or 
the award of governmental contracts.
“The American Institute of Accountants’ 
committee on federal legislation respectfully 
urges your committee to modify senate bill 
No. 2512 so as to except from its provisions 
accredited attorneys and accountants who 
represent clients before governmental de­
partments in cases in which professional as­
sistance is needed.
“In the event of a hearing on this bill we 
should appreciate an opportunity to appear 
before your committee. Would you be kind 
enough to advise us?”
In response to this letter, the commit­
tee received assurance that it would be 
advised and given an opportunity to ap­
pear in the event hearings are called.
The Institute has suggested that mem­
bers communicate with members of 
the house committee on judiciary urg­
ing that the bill be amended to exempt 
professional men representing clients 
before government departments in the 
regular course of their practice. 
Following is the text of S. 2512:
A n  A ct
“To require registration of persons engaged 
in influencing legislation or government 
contracts and activities.
“Be it enacted by the senate and house of 
representatives of the United States of Amer­
ica in congress assembled, That any person 
who shall engage himself for pay, or for any 
consideration, to attempt to influence legisla­
tion, or to prevent legislation, by the national 
congress, or to influence any federal bureau, 
agency, or government official, or govern­
ment employee, to make, modify, alter, or 
cancel any contract with the United States 
government, or any United States bureau, 
agency, or official, as such official, or to in­
fluence any such bureau, agency, or official 
in the administration of any governmental 
duty, so as to give any benefit or advantage 
to any private corporation or individual, 
shall before entering into and engaging in
such practice with reference to legislation as 
herein set out register with the clerk of the 
house of representatives and the secretary of 
the senate, and shall give to those officers his 
name, address, the person, association, or 
corporation, one or more, by whom he is em­
ployed, and in whose interest he appears or 
works as aforesaid. He shall likewise state 
how much he has been paid, and is to re­
ceive, and by whom he is paid, or is to be 
paid, and how much he is to be paid for 
expenses, and what expenses are to be in­
cluded, and set out his contract in full.
“Section 2. Any person, before he shall 
enter into and engage in such practices as 
heretofore set forth, in connection with fed­
eral bureaus, agencies, governmental officials, 
or employees, shall register with the federal 
trade commission giving to the federal trade 
commission the same information as that re­
quired to be given to the clerk of the house 
and secretary of the senate in section 1  of 
this act.
“Section 3. At the end of each three- 
month period, each person engaged in such 
practices as aforesaid shall file, either with 
the federal trade commission or the clerk of 
the house or the secretary of the senate, as 
required herein, a detailed report of all 
moneys received and expended by him dur­
ing such three-month period in carrying on 
his work as aforesaid, to whom paid, and for 
what purpose, and the names of any papers, 
periodicals, or magazines in which he has 
caused any articles or editorials to be pub­
lished.
“Section 4. All reports required under 
this bill shall be made under oath, before an 
officer authorized by law to administer oaths.
“Section 5. Any person who may engage 
in the practices heretofore set out without 
first complying with the provisions of this 
act shall be guilty of a misdemeanor, and 
upon conviction shall be punished by a fine 
of not more than $5,000 or imprisonment for 
not more than twelve months, or by both 
such fine and imprisonment.
“Section 6. Any person who shall make a 
false affidavit, where an affidavit is required 
in this act, shall be guilty of perjury and 
upon conviction shall be punished by im­
prisonment for not more than two years.
“Section 7. A new registration shall be re­
quired each calendar year on or before Jan­
uary 15.”
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ANNOUNCEMENTS OF SECURITIES 
AND EXCHANGE COMMISSION
The following announcements have 
been released by the securities and ex­
change commission under the securities 
act of 1933 and the securities exchange 
act of 1934:
Securities A c t:
Release No. 401, June 18, 1935—Ruling of 
general counsel of commission that certain 
type of collateral trust note is exempt from 
requirement of registration.
Release No. 402, June 19, 1935—Amend­
ment to instructions for use of form A-2, 
permitting the use of this form, under cer­
tain conditions, by any corporation filing 
profit-and-loss statements for three years.
Release No. 410, June 26, 1935—Amend­
ment of article 7 of regulations to provide 
that a registration statement substantially 
the same as a statement filed not more than 
90 days earlier shall be deemed to be filed on 
date of receipt.
Release No. 411, June 26, 1935—Special 
rule to permit incorporated investment trust, 
which has filed on form A-1, to use form A-1, 
instead of form A-2, for registration of ad­
ditional block of same securities.
Securities Exchange A ct:
Release No. 252, May 30, 1935—Announce­
ment of extension to May 31, 1936, of un­
listed trading privileges for securities ad­
mitted to such privileges prior to March 1,
1934.
Release No. 255, June 3, 1935—Adoption 
of form 17 for permanent registration of se­
curities of unincorporated issuers engaged 
primarily in the business of investing or 
trading in securities.
 Release No. 276, June 18, 1935—Adoption 
of form 12-A for registration of securities of 
companies in bankruptcy or receivership 
making annual reports under section 20 of 
the interstate commerce act or section 219 
of the communications act.
Release No. 279, June 19, 1935—An­
nouncement of rule AN5, including among 
“exempt securities” those which are substan­
tially guaranteed as to income by states or 
subdivisions thereof.
Release No. 285, June 22, 1935—Announce­
ment of rule JB6, relating to accountants’ 
certification of reports concerning persons, 
such as subsidiaries, other than the registrant.
Release No. 301, June 29, 1935—Announce­
ment of rule JB7, extending time for filing 
of registration statements.
The complete texts of these and other 
releases can be obtained by request from 
the securities and exchange commission, 
'Washington, D. C.
S e c u r it ie s  o f  I n v e s t m e n t  C o m p a n ie s
The securities and exchange commis­
sion, on June 3rd, announced the adop­
tion of form 17, for the permanent reg­
istration on securities exchanges of the 
securities of unincorporated issuers en­
gaged primarily in the business of in­
vesting or trading in securities. The 
new form follows closely the require­
ments of form 15, described in the June 
B ulletin , differing only as is necessary 
to adapt it to the nature of unincorpo­
rated issuers. The financial statements 
required differ substantially from those 
of form 10. They must be certified by 
independent public accountants.
C e r t if ic a t io n  b y  A c c o u n t a n t s
A new rule, JB 6, promulgated by the 
commission on June 22nd, provides that, 
under certain conditions, reports in reg­
istration statements relating to persons 
other than the registrant, such as sub­
sidiaries, need not be certified. Follow­
ing is the text of the ru le :
“ In  any case where an issuer is re­
quired to furnish, as a part of its appli­
cation for the registration of any of its 
securities pursuant to section 1 2 (b) and
(c) of the securities exchange act of
1934, reports or other documents with 
respect to any other person, such re­
ports or other documents need not be 
certified by independent public or inde­
pendent certified public accountants if 
such certification of such reports or 
other documents would not be required 
if the person with respect to which they 
are required were itself the registrant, 
any other rule or regulation to the con­
trary  notwithstanding."
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PROPOSED AMENDMENTS TO 
SECURITIES ACT
A report of the special committee of 
the American Bar Association on 
amendments to the securities act of 1933 
was made public on June 20th. The 
committee recommended, among other 
things, that the liability imposed by the 
act on issuers, underwriters, accountants 
and others be further modified.
Following are sections of the report 
of interest to accountants:
A m en d m en ts  to S ection  1 1 :
“(a) Throughout section 11 liability is 
imposed in connection with registration state­
ments which contain an untrue statement of 
a material fact or which omit to state a ma­
terial fact required to be stated therein or 
necessary to make the statements therein not 
misleading. The securities exchange act of
1934, which has the same general ends in 
view as the securities act of 1933, provides 
(section 18 (a)) liability for a statement 
which was at the time and in the light of 
the circumstances under which it was made 
false or misleading with respect to any ma­
terial fact. It would seem that the latter ex­
pression is fairer, clearer, more concise and 
more nearly expressive of the intent of con­
gress, than the former.
“The committee recommends that section
11  be amended throughout so as to substitute 
the above-quoted phrase from the securities 
exchange act of 1934, for the intended (as 
we believe) equivalent phrase in the securi­
ties act of 1933. This will require similar 
amendments in other portions of the act. 
This provision of the securities exchange act 
of 1934 should be adopted, if for no other 
reason, because of its reference to the light 
of the circumstances under which statements 
are made. One should be held liable for mis­
leading statements only if such statements 
are misleading in the light of the circum­
stances under which they were made—not 
under different circumstances.
“(b) We also believe that section 11 should 
be amended to provide that no person shall 
be liable thereunder for unintentional false 
or misleading statements, contained in a 
registration statement, if the plaintiff has not 
relied on such statements and that the bur­
den of proving such reliance should be on
the plaintiff. This requirement of reliance 
should apply, regardless of the time at which 
the securities in question have been acquired. 
As now drawn, section 11 (a) requires a 
plaintiff to prove reliance on an untrue state­
ment, or on the registration statement con­
taining an omission, if  the purchase occurred 
after the issuer has made generally available 
to its security holders an earning statement 
covering a period of at least twelve months 
beginning after the effective date of the reg­
istration statement. We submit that, re­
gardless of the time of purchase, one should 
not be required to respond in damages for 
an unintentional false or misleading state­
ment which was not relied upon by the plain­
tiff. A purchaser who has not relied upon 
a statement could not have been misled 
thereby and accordingly, whatever may have 
been the loss suffered, such loss can in no 
fair sense be said to have resulted from or 
to be due to the statement in question. It 
would probably be necessary, in connection 
with any such amendment, to define reliance 
in such manner as to protect one who indi­
rectly relies upon false or misleading state­
ments, as for example, one who relies upon 
the advice of another, who has actually re­
lied upon a false or misleading statement 
contained in the registration statement, or 
one who relies upon false or misleading state­
ments contained in a prospectus, which false 
or misleading statements were also contained 
in substance in the registration statement.
“ (d) Section 11 should also be amended so 
as to permit a plaintiff to recover only such 
part of the damages, permitted by the act to 
be recovered, as he proves were sustained as 
the result of false or misleading statements 
relied upon and complained of. The price 
or value of a security may fall, after the 
purchase thereof, for many reasons, such as 
war, weather, change in general economic 
conditions ad infinitum, which have no 
causal connection whatsoever with the false 
or misleading statements complained of. Sec­
tion 18 (a) of the securities exchange act of 
1934 requires a defendant to answer only for 
damages caused by such reliance. There ap­
pears to be no reason why a different stand­
ard of liability should be imposed by the se­
curities act of 1933.
“Such an amendment in effect would 
merely shift the burden of proof of causation 
from the defendant to the plaintiff. Under
9
Bulletin of Am erican In stitu te  of Accountants
subclause (e) of section 1 1 , as it now stands, 
the burden of proving that damages were 
not caused by the statement in question is 
put on the defendant. We believe that causa­
tion should be required to be affirmatively 
proved by a plaintiff just as the remainder 
of his case must be proved. In the ordinary 
case, the plaintiff can prove that his damages 
resulted from the statements complained of 
at least as easily as, and perhaps more read­
ily than, the defendant can prove the negative 
—that damages did not so result.
“ (e) We also believe that subclause (f) of 
section 1 1  should be amended so as to pro­
vide in addition to existing provisions, that 
anyone not guilty of fraudulent misrepre­
sentation, who has been adjudged liable to 
pay or contribute to payment of damages re­
covered by a plaintiff, may recover from the 
issuer, or from any person controlling the 
issuer, the entire amount which he is so held 
liable to pay or contribute. The issuer or 
such controlling person should not, however, 
be entitled to contribution, but any other 
causes of action, which the issuer or control­
ling person has against the person recover­
ing such amount, should not be prejudiced.
S c h e d u l e  A
“Early in 1935, the commission promul­
gated a new form of registration statement 
(form A-2). This new form, while not en­
tirely satisfactory to the bar, accountants 
and industry (and perhaps to the commission, 
limited as it is by the requirements of sched­
ule A), is much more workable and much 
less burdensome than the form of registration 
statement theretofore in effect and repre­
sents, we believe, a distinct and constructive 
step forward in the commission’s undoubted 
attempt to administer the act in the interests 
of all concerned. The adoption of the form 
has served to greatly simplify legal problems 
involved in the issue and marketing of sound 
securities.
“The committee feels that the new form of 
statement has been in use for too short a 
time to justify suggestions at this time for 
change therein. The form was adopted after 
conferences between the commission, mem­
bers of the bar and accountants, specializing 
in corporate financing, and representatives of 
industry. It would seem preferable to sug­
gest changes in the revised form only after 
those interested and affected have had a
longer period of time to work with the new 
form. It is not to be doubted that the com­
mission will be amenable to suggestions for 
changes which experience has proved advis­
able.
“In any event, simplified forms covering 
situations other than those for which form 
A-2 was designed, should be adopted by the 
commission as soon as possible. The present 
provisions of schedule A should also be care­
fully revised with a view to eliminating re­
quirements for information which is of little 
benefit to investors. Such revision would 
greatly aid the commission in its efforts to 
simplify forms for registration statements.”
JOURNAL FILE COMPILED
The Institute has been informed that 
the California News Agency, Los 
Angeles, is compiling a permanent file 
of The Journal of Accountancy, which 
will be available to readers of the publi­
cation.
MEETING OF INSTITUTE MEMBERS
Members of the American Institute of 
Accountants residing in Orlando, Fla., 
held a special meeting on June 20th to 
discuss methods by which they might 
further the interests of the Institute in 
that territory. Plans were made co­
operate with the special committee on 
development of the Institute.
COMPETITIVE BIDDING
The members of the Mississippi Soci­
ety of Certified Public Accountants, at 
their annual meeting on May 25th, 
unanimously adopted the following res­
olution on competitive bidding:
“Be it resolved that the practice of com­
petitive bidding be and is hereby declared 
to be against the good morals of the practice 
of public accounting, and that competitive 
bidding by or between members of this so­
ciety for professional engagements is a vio­
lation of the code of ethics of the Mississippi 
Society of Certified Public Accountants.”
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STATE LEGISLATION
Only two of the thirty-seven account­
ancy bills introduced this year in the 
state legislatures are now awaiting final 
action. One of these has been passed by 
both houses and needs only approval by 
the governor before it becomes law.
Following is a summary of the latest 
information on accountancy legislation 
received by the Institu te :
C a l if o r n ia
Assembly bill 965, a two-class restric­
tive bill which was introduced on Jan ­
uary 24th, died in a house committee 
when the legislature adjourned on June 
16th.
D e l a w a r e
The Institute has learned of the pas­
sage and approval of house bill 310 in­
troduced at the recent session of the 
Delaware legislature. This act imposes 
a license tax of $10  upon certified pub­
lic accountants and other engaged in va­
rious occupations. Following are the 
parts of the act which affect certified 
public accountants of Delaware:
A n  A ct to A m en d  Ch a pter  6 of t h e  
R evised  Code of D elaw are, 1915, i n  R efer­
ence to Occupational L ic e n se s .
Be it enacted by the senate and house of 
representatives of the state o f Delaware in 
general assembly m et:
Section 1 . That section 180 to section 188, 
inclusive, of chapter 6 of the revised code of 
Delaware, 1915, be amended by striking out 
all of the said sections and inserting in lieu 
thereof the following new sections:
“Section 180. For the purposes of this act 
occupations shall be of two classes, viz: 
service occupations and business occupations.
“Section 181. The occupations that are 
listed ‘service occupations,' embracing any 
individual, co-partnership, firm or corpora­
tion, or any other association of persons act­
ing as a unit, hereinafter termed ‘person,’ 
and subject to the license fees in section 182 
set forth, are hereby specifically defined:
“Certified public accountant embraces 
every person authorized under the laws of
this state to engage in the business of ac­
countancy and actively engaged therein.
“Section 182. Any individual, co-part­
nership, firm or corporation, or other asso­
ciation of persons desiring to engage in, 
prosecute, follow or carry on any service 
occupation named in the next preceding sec­
tion may apply to the clerk of the peace of 
any county in this state for a proper license 
authorizing or empowering him, her, it or 
them to engage in, prosecute, follow, or 
carry on, and upon his, her, it or they pay­
ing to the said clerk of the peace, for the 
use of the state, a license fee of ten dollars 
($10.00), and also a fee of fifty cents to the 
said clerk of the peace, for the use of the 
county, it shall be the duty of such clerk of 
the peace to issue him, her, it or them a 
proper license for service occupations.
“Section 183. If any individual, co-part­
nership, firm or corporation, or any asso­
ciation of persons acting as a unit shall 
engage in, prosecute, follow or carry on any 
service occupation, as is herein set forth at 
section 181 of this act, within the limits of 
this state, without having first obtained a 
proper license therefor, he, she, or they, and 
the individuals composing such firm or asso­
ciation of persons, and each of them, and the 
president and directors of such corporation, 
and each of them, for every such offense 
shall be deemed guilty of a misdemeanor and 
upon conviction thereof by indictment, or 
on information filed, besides being liable to 
the payment of the license fees, shall be sub­
ject to imprisonment for a term not exceed­
ing two years, or a fine not exceeding five 
hundred dollars ($500.00), or both, in the 
discretion of the court.”
F lo r id a
Following are the complete texts of 
the three bills reported in the June B u l­
letin  as having been approved by the 
governor of F lo rida:
F lorida 
H ouse B ill  618
A n  act to authorize t h e  state board 
of accountancy  to prosecute i n  t h e  n a m e
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OF THE STATE OF FLORIDA, ON ITS OWN RELA­
TION AND BY ITS OWN COUNSEL SUITS IN  THE  
NATURE OF INJUNCTIO N OR MANDAMUS PRO­
CEEDINGS AS TH E CASE M AY BE BY RESTRAIN­
ING A N Y  PERSON FROM DISOBEYING OR COM­
MANDING A N Y  PERSON TO OBEY A N Y  LAW , 
ORDER, RULE OR REGULATION PROMULGATED BY  
SAID BOARD RELATING TO THE PRACTICE OF 
ACCOUNTANCY IN  TH E STATE OF FLORIDA 
UNDER TH E PROVISIONS OF CHAPTER 15637, 
LAW S OF FLORIDA, 1931, AND TO PROVIDE THE  
PROCEDURE TO BE FOLLOWED IN  SUCH CASES 
AND FOR APPEALS FROM SUCH PROCEEDINGS, 
AND AUTHORIZING PROCESS FOR THE ENFORCE­
M ENT OF A N Y  JUDGEM ENT ENTERED THEREIN.
Be it  enacted by the legislature of the state 
of Florida:
Section 1. Whenever it shall appear to the 
state board of accountancy that any person, 
partnership or corporation is violating or 
about to violate the terms and provisions of 
chapter 15637, laws of Florida, 1931, said 
board shall have authority to file a bill in 
equity, in its own name, or proceedings in 
mandamus in the name of the state of Flor­
ida, on its own relation, and by its counsel, 
alleging the facts, and praying for an in­
junction or writ of mandamus as the case 
may be against such persons, partnership, or 
corporation, and its members, officers, or 
directors restraining them from further vio­
lating or commanding them to obey such law. 
Upon proper application and showing that 
the defendant has not registered as required 
by the terms and provisions of said chapter 
15637, laws of Florida, 1931, or that the 
defendant is not in good standing under any 
certificate that may have been theretofore 
issued, or is violating any of the provisions 
of said chapter 15637, laws of Florida, 1931, 
or that a certificate to practice accountancy 
as a public accountant or certified public ac­
countant has been denied all defendant, sus­
pended or revoked, or that the law, has been 
or is about to be, or is being violated or dis­
obeyed, which showing may be made by affi­
davit, the judge of the court wherein the 
bill shall be filed shall issue a restraining 
order or alternative writ of mandamus, and 
upon the final hearing shall grant and issue 
an injunction including a mandatory injunc­
tion, or a peremptory writ of mandamus, as 
prayed upon finding the truth and sufficiency 
of the bill or petition as the case may be.
The court shall have power to enforce said 
injunction or writ of mandamus by punish­
ment for contempt, and by such other writs 
and process, mesne or final, as are permitted 
to circuit courts and shall make such other 
orders or decrees as its discretion and the 
rules shall require. Such injunction or writ 
may be limited in time, perpetual or condi­
tional, as may be necessary and proper to 
the enforcement of said chapter 15637, laws 
of Florida, 1931. The laws of the State now 
in force, and the rules of the Supreme court 
regulating appeals in similar cases shall 
apply to appeals in cases brought under this 
act.
Section 2 . That all laws or parts of laws 
in conflict herewith are hereby repealed.
Section 3. This chapter shall be in force 
from and after its passage and approval by 
the governor, or upon its becoming a law 
without such approval.
Approved, June 7, 1935.
F l o r id a
H o u s e  B i l l  619
A n  a c t  t o  r e p e a l  s e c t i o n s  28 a n d  30 
OF CHAPTER 15637 OF TH E LAW S OF FLORIDA, 
1931, EN TITLED : A n  ACT CREATING THE STATE 
BOARD OF ACCOUNTANCY OF TH IS STATE; 
PROVIDING FOR THE APPOINTMENT OF THE  
MEMBERS OF SUCH BOARD, FIXING THEIR TERM 
OF OFFICE, PRESCRIBING THE POWERS OF SUCH 
BOARD AND DEFINING ITS D UTIES; PROVIDING 
FOR THE ISSUANCE OF CERTIFICATES TO PRAC­
TICE AS CERTIFIED PUBLIC ACCOUNTANTS TO 
PERSONS WHO SH ALL COMPLY W ITH  THE  
TERMS OF TH IS A C T ; REGULATING TH E PRAC­
TICE OF PUBLIC ACCOUNTING IN  TH IS STATE; 
DEFINING W HAT SH ALL CONSTITUTE TH E  
PRACTICE OF PUBLIC ACCOUNTING; AUTHORIZ­
ING THE STATE BOARD OF ACCOUNTANCY TO 
PRESCRIBE RULES AND REGULATIONS AND RE­
QUIRING SUCH BOARD TO PROMULGATE CANONS 
OF PROFESSIONAL ET H IC S; PROVIDING FOR TH E  
REVOCATION AND SUSPENSION OF CERTIFICATES 
HELD B Y PUBLIC ACCOUNTANTS AND CERTI­
FIED PUBLIC ACCOUNTANTS; PRESCRIBING PEN ­
ALTIES FOR VIOLATING THE PROVISIONS OF 
TH IS ACT.
Be it enacted by the legislature of the state 
of Florida:
Section 1 . That sections 28 and 30 of 
chapter 15637, laws of Florida, 1931, be and 
the same are hereby repealed.
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Section 2. This act shall take effect im­
mediately upon becoming a law.
Approved, June 7, 1935.
F lo r id a  
H o u s e  B i l l  620
A n  A c t  t o  am end  S e c t io n s  10 a n d  23 
o f  C h a p te r  15637, L a w s  o f  F lo r id a , 1931, 
e n t i t l e d  : “A n  a c t  c r e a t in g  t h e  s t a t e  
board o f  a c c o u n t a n c y  o f  t h i s  s t a t e  ;
PROVIDING FOR THE APPOINTMENT OF THE 
MEMBERS OF SUCH BOARD, FIXING THEIR TERM 
OF OFFICE, PRESCRIBING THE POWERS OF SUCH 
BOARD AND DEFINING ITS DUTIES; PROVIDING 
FOR THE ISSUANCE OF CERTIFICATES TO PRAC­
TICE AS CERTIFIED PUBLIC ACCOUNTANTS TO 
PERSONS WHO SHALL COMPLY W ITH THE  
TERMS OF THIS ACT; REGULATING THE PRAC­
TICE OF PUBLIC ACCOUNTING IN THIS STATE; 
DEFINING WHAT SHALL CONSTITUTE THE 
PRACTICE OF PUBLIC ACCOUNTING; AUTHORIZ­
ING THE STATE BOARD OF ACCOUNTANCY TO 
PRESCRIBE RULES AND REGULATIONS AND RE­
QUIRING SUCH BOARD TO PROMULGATE CANONS 
OF PROFESSIONAL ETH ICS; PROVIDING FOR THE 
REVOCATION AND SUSPENSION OF CERTIFICATES 
HELD BY PUBLIC ACCOUNTANTS AND CERTI­
FIED PUBLIC ACCOUNTANTS; PRESCRIBED PEN­
ALTIES FOR VIOLATING THE PROVISIONS OF 
THIS ACT.”
Be it enacted by the legislature of the state 
of Florida:
Section 1. That section 10 of chapter 
15637, laws of Florida, 1931, be and the 
same is hereby amended to read as follows:
“Section 10. Any person who shall receive 
from the board under this act, or who shall 
have heretofore received from the state 
board of accountancy of this state, a certifi­
cate to practice as a certified public account­
ant, shall be styled and known as a ‘certified 
public accountant,' and no other person shall 
assume to use such title or the abbreviation 
‘C.P.A.’ or any other word, words, letters or 
figures to indicate that the person using the 
same is a certified public accountant. Any 
person who has heretofore received from the 
state board of accountancy of this state a 
certificate of authority to practice as a pub­
lic accountant shall be styled and known as 
a ‘public accountant,’ and no other person, 
except a certified public accountant, shall as­
sume to use such designation to indicate that 
such person is entitled to practice as a public 
accountant in this state.
“That any person holding a proper cer­
tificate of authority to practice as a public 
accountant in the state of Florida, and who 
is in good standing thereunder, and who 
holds a certificate as a certified public ac­
countant issued by or under the authority of 
another state or political subdivision of the 
United States, may use the letters ‘C.P.A.’ 
after his name, provided he shows immedi­
ately after such letters the name of the state 
or political subdivision as aforesaid under 
whose authority such certificate was issued.
“Any person violating any of the provi­
sions of this section shall be deemed guilty 
of a misdemeanor, and upon conviction shall 
be punished by a fine of not more than five 
hundred ($500.00) dollars or imprisonment 
in the county jail for not more than six 
months, or both, in the discretion of the trial 
court.”
Section 2. That section 23 of chapter 
15637, laws of Florida, 1931, be and the 
same is hereby amended to read as follows:
“Section 23. All moneys collected by the 
board from fees prescribed or authorized to 
be charged by this act, shall be received and 
accounted for by the board or by the secre­
tary of the board, under its direction. Such 
moneys shall be used to defray administra­
tion expenses, which shall include the per 
diem and actual travelling expenses of 
members of the board and the secretary at­
tending official meetings; the salary of the 
secretary and incidental expenses of ad­
ministration; the cost of taking testimony 
and procuring the attendance of witnesses 
before the board or its committees; office 
help and clerical help for the chairman of 
the board; costs of all legal procedure taken 
under the provisions of this act for the en­
forcement thereof. Each member of said 
board shall be paid per diem, not to exceed 
ten dollars per day for time actually ex­
pended in pursuance of duties imposed by 
this act, provided that no such expenses in­
curred under this act shall be a charge on 
the funds of the state of Florida, and pay­
ment thereof shall be limited to funds in 
possession of said board at the time of pay­
ment. All bills shall be audited and ap­
proved by the board or by a committee of 
the board appointed for that purpose.
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Should the receipts from such fees exceed the 
expenses aforesaid, the balance or overplus 
shall be paid into the state treasury. The 
board shall have the right to retain and hold 
at all times a surplus in money sufficient, in 
the judgment of the board, to meet all needs 
of the board. In no event shall any expenses 
incurred by the board be a charge upon the 
funds of the state. The board shall obtain 
proper and approved collateral security for 
all bank deposits, and shall designate a de­
pository for its funds.”
Section 3. This act shall take effect im­
mediately upon its becoming a law.
Approved, June 7, 1935.
I l l in o is
House bill 794, which provided for a 
minor change in the administration of 
examinations for professional licences, 
including those for certificates of au­
thority to practice public accounting, 
was killed by an adverse vote in the 
house on June 21st. The bill was in­
troduced on April 11th.
Senate bill 520, introduced on May 
21st, was passed by the senate on June 
6th and, after slight amendment, was 
passed by the house on June 28th. I t  
is now under consideration by a confer­
ence committee. I f  enacted it will in­
corporate into the law providing for 
registration of public accountants cer­
tain provisions dealing with administra­
tion and procedure.
P e n n s y l v a n ia
House bill 2236, which would have 
prohibited practice of accountancy in 
Pennsylvania under an assumed name, 
died in the senate when the legislature 
adjourned on June 21st.
W is c o n s in
Assembly bill 820, a two-class restric­
tive bill introduced in the legislature on 
April 30th, was reported favorably to 
the house by its committee on judiciary 
on June 27th.
MEETINGS AND ELECTIONS
C a l i f o r n i a  
Los Angeles
At a meeting of the Los Angeles chapter 
of the California State Society of Certified 
Public Accountants held on June 4th, the 
following officers and directors were elected 
to hold office during the year 1935-1936: 
J. H. Scholefield, president; James K. Greg­
ory, vice-president; A. R. Cooper, secretary- 
treasurer ; W. J. Palethorpe and Oscar Moss, 
directors.
F l o r id a
Charles Goodrich, of Jacksonville, was 
elected president of the Florida Institute of 
Accountants at the annual meeting of that 
organization held at Orlando on June 22nd 
and 23rd.
Other officers elected are: E. C. Work, of 
Bagdad, Cecil Bryant, of Ocala, and W. W. 
Arner, of Miami, vice-presidents; R. Warner 
Ring, of Miami, treasurer, and P. W. Fisher, 
of Jacksonville, secretary.
The meeting was opened by Charles C. 
Potter, of Orlando, the retiring president. 
G. Wayne Gray, Orlando city commissioner, 
made the address of welcome. George P. 
Ellis, of Chicago, was the principal speaker.
K e n t u c k y
The annual meeting of the Kentucky So­
ciety of Certified Public Accountants was 
held at the Brown hotel, Louisville, on June 
21st. The following officers and directors 
were elected: A. J. Nauman, president; L. 
Tipton Young, first vice-president; K. E. 
White, second vice-president; Buell E. 
Henry, secretary and treasurer; Irvin W. 
Imhoff, A. J. Nauman and K. E. White, 
directors.
M a r y l a n d
Officers elected at the annual meeting of 
the Maryland Association of Certified Public 
Accountants, held at the Emerson hotel, Bal­
timore, on June 11th, are: Frank A. Shallen­
berger, president; Edward G. Shipley, vice­
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president; Harold N. House, secretary; 
James L. Benson, treasurer; Philip M. Os­
borne, auditor; and the following directors 
—C. C. Croggon, A. L. Tinsley, J. L. Mc­
Kewen and E. R. Stewart.
M i c h i g a n
The Michigan Association of Certified 
Public Accountants held its annual meeting 
at the Savoyard club, Detroit, on June 6th. 
The following officers were elected: William
B. Isenberg, president; Louis Schneider, 
vice-president; Edward J. Barr, treasurer; 
Cletus J. Welling, auditor; and the follow­
ing directors—James W. Bartrop, Roland
B. Keays and William A. Paton.
M i s s o u r i
The annual meeting of the Missouri So­
ciety of Certified Public Accountants was 
held on June 14th at the Kansas City club, 
Kansas City. The following officers were 
elected: Lee J. Muren, of St. Louis, presi­
dent; Tom C. Hansen, of Kansas City, first 
vice-president; P. W. Murdock, of St. Louis, 
second vice-president; Proctor H. Kerr, of 
Kansas City, treasurer, and O. M. Cartell, 
of St. Louis, secretary.
N e w  Y o r k
The annual two-day conference of the 
New York State Society of Certified Public 
Accountants was held at Skaneateles on 
June 28th and 29th.
On the first day the principal speakers 
were: Charles S. Tippets, dean of the school 
of business administration at the University 
of Pittsburgh, and Harry T. O’Brien, chief 
of the New York state bureau of municipal 
accounts. On the second day the speakers 
were: George S. VanSchaick, former super­
intendent of the New York state insurance 
department; Stewart F. Hancock, Syracuse 
attorney; Isador Sack, New York banker; 
and Chester W. White, of Albany, a bank 
auditor.
Syracuse
At the recent annual meeting of the Syra­
cuse chapter of the New York State Society 
of Certified Public Accountants, the follow­
ing officers were elected for the coming year: 
George E. Bennett, president; Arthur W. 
Stover, vice-president, and Howard P. Nich­
olson, secretary-treasurer.
O r e g o n
The annual meeting of the Oregon Society 
of Certified Public Accountants was held at 
the Benson hotel, Portland, on June 12th. 
The following officers were elected: Pierce 
C. Davis, president; J. C. Goldrainer, vice- 
president; R. B. Stratford, secretary; C. E. 
Rawlinson, treasurer; and the following di­
rectors—Frank S. Hecox, F. Gibson Wright 
and Ernest Farnand.
P e n n s y l v a n i a
The thirty-eighth annual meeting of the 
Pennsylvania Institute of Certified Public 
Accountants was held on June 20th, 21st and 
22nd at the Hotel Hershey, Hershey, Pa. 
The following officers were elected: James 
M. Cumming, president; J. Cyril McGar­
rigle, vice-president; Robert J. Bennett, sec­
retary ; David L. Fillman, treasurer, and 
R. K. Nevins, Hubert F. Ravenscroft and 
C. L. Turner, members of council.
The principal speakers were M. Clyde 
Sheaffer, deputy secretary of revenue of the 
Commonwealth of Pennsylvania, who spoke 
on “New Pennsylvania taxes” ; Warren W. 
Nissley, of New York, on “Education for 
the profession of accountancy” ; Robert H. 
Montgomery, of New York, on “Changing 
trends in the practice of accountancy,” and 
Luther A. Harr, secretary of banking of the 
Commonwealth of Pennsylvania, on “Policies 
of the Pennsylvania department of banking 
of interest to certified public accountants.”
W a s h i n g t o n
At the recent annual meeting of the Spo­
kane chapter of the Washington State So­
ciety of Certified Public Accountants the 
following were elected to office: R. J. Wort­
man, president; Fred Siegel, vice-president; 
Howard S. Bell, secretary-treasurer, and E. 
C. Daniels and John Y. McDonald, directors.
P a c i f i c  N o r t h w e s t
The thirteenth annual conference of Pa­
cific northwest certified public accountants 
was held on June 21st and 22nd at the 
Washington athletic club, Seattle.
The morning of Friday, June 21st, was 
devoted to reception and registration. The 
sessions opened on the afternoon of that 
day with an address of welcome by Charles 
L. Smith, mayor of Seattle. The following 
addresses were delivered during the after­
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noon, with Don S. Griffith, of Seattle, pre­
siding :
“Accounting affairs nationally,” by Sam­
uel F. Racine, of Seattle, with discussion led 
by H. W. McIntosh, of Portland.
“The younger C.P.A. problem,” by Harry 
Moore, of Seattle, with discussion led by 
Paul Janney, of Portland.
“The relation of accountant and the law­
yer,” by Thomas N. Fowler, attorney, of 
Seattle.
“Municipal accounting,” by Harry W. 
Carroll, Seattle city comptroller, with dis­
cussion led by I. D. Wood, of Portland.
The following addresses were delivered on 
Saturday morning, with Pierce C. Davis, of 
Portland, presiding:
“Income-tax revision problems,” by C. 
Lyle Kelly, of Portland, with discussion led 
by John E. Meals, of Seattle.
“Audits of local governmental units,” by 
M. D. Wells, with discussion led by Marshall 
Crutcheer, of Seattle.
“Extra-professional activities of account­
ants,” by William Whitfield.
On Saturday afternoon there was a golf 
tournament.
ANNOUNCEMENTS
It was announced on June 17th that W. 
R. Donaldson, of New York, had resigned 
as deputy comptroller of the city of New 
York. Mr. Donaldson has resumed active 
participation in the affairs of the firm of 
Miller, Donaldson & Co.
George O. May, of New York, has ac­
cepted appointment as an associate member 
of the faculty of the school of business ad­
ministration of the University of Buffalo, 
according to an announcement by the uni­
versity.
Peat, Marwick, Mitchell & Co. announce 
the removal of their San Francisco offices 
to the Russ building on July 1, 1935.
Arthur E. Welsh and John H. Baird, of 
Cleveland, Ohio, announce the formation of 
the partnership, Welsh & Baird.
L. J. Byers, of St. Paul, addressed mem­
bers of the Minnesota Hospital Association 
at a meeting on June 20th on “Uniform ac­
counting practices as applied to hospitals.”
Henry B. Fernald, of New York, has been 
elected president of the alumni federation 
of New York university.
Herbert W. McIntosh, of Portland, Ore., 
spoke at the tenth annual meeting of the 
accounting and business practice section of 
the Northwest Electric Light and Power 
Association, held on June 17th. His subject 
was “The securities act and the securities 
exchange act.”
J. E. McMullen, of Denver, has been ap­
pointed executive vice-president of the 
Denver junior chamber of commerce.
Robert H. McNair, Jr., of Little Rock, 
has been appointed director of finance for 
the public works administration in the state 
of Arkansas.
Joel Hunter, Jr., of Atlanta, is the author 
of an article entitled “Control of personal 
expenditures,” appearing in the July issue 
of City Builder.
Lloyd Morey, of Urbana, I ll ., received the 
honorary degree of L.L.D. from Lawrence 
College, Appleton, Wisc., at ceremonies on 
June 10th.
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AMERICAN INSTITUTE OF ACCOUNTANTS
ANNUAL MEETING
Plans for the annual meeting of the 
Institute at the Copley-Plaza hotel, Bos­
ton, October 14th to 17th, are rapidly 
maturing.
S p e a k e r s
I t is planned by the committee on 
meetings to bring together leaders in the 
industrial and financial world to speak 
on broad problems of direct and current 
interest to professional accountants. As 
announced in the July  Bulletin , Arthur 
Andersen, of Chicago, a member of the 
Institute, will make an address. Ralph 
T. Crane, president of the Investment 
Bankers’ Association of America, has 
also accepted an invitation to speak. 
Three other addresses are planned, but 
arrangements with the speakers have not 
yet been completed.
R o u n d -t a b l e  D i s c u s s io n s
Representative members of the profes­
sion from all parts of the country are 
being invited to lead round-table discus­
sions on subjects of vital interest to 
practitioners of accountancy. Among the 
topics tentatively agreed upon for dis­
cussion are prevention of fraud, changes 
in auditors’ certificates, recent legal de­
cisions affecting accountants’ activities, 
treatment of inventories, recent develop­
ments in taxation, problems in dealing 
with plant accounts, accounting require­
ments for registration of securities and 
public accountants’ office procedure. In  
order that the discussion may be frank 
and informal, no stenographic record of 
the proceedings will be kept. The plan 
for holding several simultaneous meet­
ings for round-table discussion was de­
scribed in the July  B ulletin.
M e e t in g  o f  A c c o u n t a n c y  E x a m in e r s
One evening session will be devoted to 
the customary meeting of representa­
tives of state boards of accountancy. 
Maurice E. Peloubet, chairman of the 
Institute’s board of examiners, will pre­
side.
An address will be made by Roy B. 
Kester, professor of accounting at 
Columbia university and chairman of 
the Institu te’s committee on education. 
He will discuss the nature of certified 
public accountant examinations and the 
best method of preparing for them. Pro­
fessor Kester’s paper will be discussed 
by Frederick B. Andrews, a member of 
the Institu te’s board of examiners, 
Charles F. Rittenhouse, of the Massa­
chusetts state board of accountancy, 
Norman E. Webster, of the New York 
state board of certified public accountant 
examiners, and Horace P. Griffith, of the 
Pennsylvania state board of account­
ancy.
This meeting will be open to all who 
may be interested.
T r a n s p o r t a t io n
Passenger associations throughout the 
country have approved the Institu te’s 
application for reduced railroad fares for 
its members and their families under the 
identification-certificate plan, by which 
return-trip tickets may be purchased for 
one and one-third the regular one-way 
fare.
The reduced fares will apply from 
all sections of the country. In  most 
cases the dates for the sale of tickets will 
be October 10th to 16th, but at points 
distant from Boston a six-day period, 
from October 9th to 15th or October 8th 
to 14th, will apply. Tickets will be good 
on the return trip  to reach the original 
starting point not later than midnight 
th irty  days from the date of sale.
These reduced fares are applicable 
only to tickets purchased at the starting 
point upon presentation of an identifica­
tion certificate of a prescribed form, 
which may be obtained upon request 
from the secretary of the Institute. One 
identification certificate will be required 
of each member and will suffice for all 
tickets for dependent members of his 
family purchased at the same time.
The tickets must be validated for the 
return trip, and this will be done by 
the ticket agent at the railroad station 
at Boston.
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Members wishing to avail themselves 
of these reduced fares should inquire at 
the railroad office of their own city for 
further details.
H o t e l  A c c o m m o d a t io n s
The committee on meetings has ar­
ranged with the management of the 
Copley-Plaza hotel that members attend­
ing the annual meeting shall be accom­
modated at a flat rate of $4.00 a day in 
single rooms with baths and $3.50 a day 
a person in double rooms with baths. 
The committee is also making arrange­
ments with another hotel in the vicinity 
to care for members who may not be 
able to obtain accommodation at the 
Copley-Plaza.
E n t e r t a i n m e n t
Entertainment, such as luncheons, 
shopping and sight-seeing tours, has 
been arranged for the ladies accompany­
ing members to the annual meeting. I t 
is also planned to devote several occa­
sions to entertainment in which both 
members and their wives can participate.
CO-OPERATION WITH SECURITIES 
AND EXCHANGE COMMISSION
The Institu te’s special committee on 
cooperation with the securities and ex­
change commission, continuing its se­
ries of conferences with the commission 
which began soon after the enactment 
of the securities exchange act of 1934, 
has submitted recommendations for the 
simplification of the data required of is­
suers of securities by form A-2 under the 
securities act and form 10 under the se­
curities exchange act.
The committee met with members of 
the commission at Washington on June 
12 th to discuss means of reducing the 
volume of information required under 
the two acts without eliminating any 
requirements essential to the protection 
of investors. The commission then re­
quested detailed recommendations. Since 
this meeting, the committee has held 
several conferences and on Ju ly  8th ad­
dressed a letter to the commission, pre­
senting its recommendations.
SPECIAL MEETING OF COUNCIL
At the request of five members of the 
council the president has called a special 
meeting of the council under the pro­
visions of article V III, section 1, of the 
bylaws of the American Institute of 
Accountants, to be held at the Hotel 
Claridge, Atlantic City, New Jersey, 
Friday, August 23, 1935.
MUNICIPAL ACCOUNTING
The national committee on municipal 
accounting published during June a 
study of municipal funds and their 
balance-sheets. The new volume is of­
fered for criticism pending its revision 
for inclusion in the collected publica­
tions of the committee. I t  describes the 
various classes of municipal funds and 
exhibits model balance-sheets for each.
CO-OPERATION WITH AMERICAN 
BAR ASSOCIATION
The president of the Institute has ap­
pointed a special committee on coopera­
tion with the American Bar Association, 
the members of which are as follows:
Donald Arthur, chairman, New York.
Lewis E. Ashman, Illinois.
William B. Franke, New York.
The Institute has been in communica­
tion with the American Bar Association 
on several occasions in past years. Re­
cently the president of the Institute re­
quested Messrs. A rthur and Franke, to 
represent the Institute at a meeting at 
Washington with members of the bar 
association’s committee on unauthorized 
practice of the law, on invitation of 
Stanley B. Houck, of Minnesota, chair­
man. Plans for cooperation between the 
two organizations were discussed and 
Mr. Houck suggested that the Institute 
appoint a committee with which his com­
mittee might confer on problems affect­
ing the practice of both accountants and 
lawyers. The Institu te’s newly ap­
pointed committee has communicated 
with Mr. Houck offering to cooperate on 
any such problems which may arise.
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GEORGE H. CHURCH
George Hervey Church, of New York, 
a member of the Institute since 1916, 
died at his home on July  27th after a 
brief illness. Mr. Church was a native 
of Columbus, Ga. He attended schools 
of New Jersey and New York and be­
came a certified public accountant of 
New York. He was director and officer 
of many corporations and during his 
career held more than sixty trusteeships. 
He had just celebrated his eightieth 
birthday and was actively engaged in 
business until shortly before his death.
GEORGE LYALL
The Institute has received word of the 
death last February of George Lyall, of 
Boston, a member of the Institute since 
1916. Mr. Lyall was a certified public 
accountant of Massachusetts and a fel­
low member of the Massachusetts Society 
of Certified Public Accountants. In  
1923 he served on the Institu te’s com­
mittee on arbitration.
Accountancy T w enty - Five 
Y ears Ago
“At the last session of the Rhode Island 
legislature an amendment to the law relating 
to savings banks was enacted, under the 
terms of which the trustees of every savings 
bank are required to have a thorough audit 
made at least once a year by a certified pub­
lic accountant of the state. . . .
“The certified public acountants of Rhode 
Island have now an opportunity to do their 
profession a great service. They should carry 
out the detailed instructions of the bank ex­
aminer with the utmost fidelity and thorough­
ness and not hesitate for an instant to call 
attention to all irregular or improper trans­
actions that they discover. If their audits of 
the savings banks of the state win public 
esteem, the state may call upon them for the 
audit of other and more important corpora­
tions. . . .
“The people of Rhode Island are to be 
congratulated on this recognition of the pro­
fession of accountancy.”
The J o u rn a l o f  A cco u n ta n cy , August, 1910.
REGULATION OF PRACTICE BEFORE 
FEDERAL DEPARTMENTS
Consideration of senate bill 2944, 
which would have restricted practice be­
fore federal departments to licensed at­
torneys, was ended on July  17th, when 
the bill was reported adversely by the 
senate committee on judiciary. On July  
20th the committee on judiciary of the 
house of representatives heard objec­
tions by the American Institute of Ac­
countants and other bodies to provisions 
of senate bill 2512, the so-called “ lobby­
ist bill,”  which might have hampered 
the practice of public accountants and 
other agents before federal departments.
Senate bill 2944 was introduced in 
congress by Senator Wagner on May 
13th. I t  would have prohibited any per­
son except an attorney from represent­
ing another in prosecuting before any 
governmental department or agency a 
case involving construction of the stat­
utes of the United States. The bill 
would also have authorized each depart­
ment and agency of the United States to 
prescribe rules and regulations govern­
ing practice before it. Heavy penalties 
for violations were proposed.
I t  was generally agreed among ac­
countants that the provisions of the bill 
would have prevented certified public 
accountants from representing their cli­
ents before the bureau of internal rev­
enue in many cases of the type now 
commonly undertaken by accountants. 
Possibly the activities of accountants be­
fore other governmental departments 
would also have been curtailed.
No hearings were held on the bill and 
it was early indicated that the possibil­
ity of its passage was slight.
The Congressional Record reports the 
action of the committee on senate bill 
2944 as follows:
“MR. KING, from the committee on the 
judiciary, to which was referred the bill (S. 
2944) to prevent and make unlawful the 
practice of law before government depart­
ments, bureaus, commissions, and their agen­
cies by those other than duly licensed attor­
neys-at-law, reported adversely thereon.”
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On July 30th, at the regular call of 
the senate calendar, on motion of Sena­
tor King, action on senate bill 2944 was 
indefinitely postponed.
At the hearings which were held on 
senate bill 2512 on Ju ly  20th, the Insti­
tute was represented by counsel, who 
presented the following b rie f:
“This memorandum is submitted on behalf 
of the American Institute of Accountants in 
opposition to the so-called ‘lobbyist bill’ which 
was passed by the senate a short while ago. 
The purpose of the memorandum is to show 
that while the bill is apparently intended to 
control the acts generally known as ‘lobby­
ing’ in relation to legislation or the adminis­
trative action of public officials, the language 
is such as to cover every legitimate profes­
sional activity in behalf of a client where the 
federal government is concerned.
“Taking that portion of the bill which 
particularly affects public accountants, it 
reads as follows:
“ ‘That any person who shall engage him­
self for pay, . . .  to influence any such 
bureau, agency, or official (meaning any fed­
eral bureau, agency, or official) in the ad­
ministration of any governmental duty, so as 
to give any benefit or advantage to any 
private corporation or individual, . . .
"'. . before he shall enter into and en­
gage in such practices . . . shall register with 
the federal trade commission. . . .’
“As a matter of fact this bill has become 
widely known as a bill to control ‘lobbyists’, 
and the term ‘lobbyist’ is fixed in the public 
mind as applicable to one who secretly, im­
properly or corruptly attempts to promote 
or prevent legislation without regard for the 
public good. It is a characterization to 
which no professional man normally and 
ethically serving the proper interests of his 
clients should be subjected.
“The language of the bill which defines 
the professional activity for which a person 
is amenable to its provisions is ‘to influence 
any such bureau, etc.’ if  the purpose is ‘to 
give any benefit or advantage to any private 
corporation or individual.’ Now, if one per­
suades a public official by legal or factual 
argument of the soundness in law of a claim 
of a client he has undoubtedly influenced 
that official to make a just decision, and the 
result is a benefit or advantage to the client. 
There is not the slightest reason for subject­
ing the professional man in such case to the 
provisions of the proposed legislation.
“Take the concrete situation of the profes­
sional accountant. A considerable part of the 
practice of a public accountant obviously 
has to do with federal taxation. The clients 
of public accountants normally have con­
troversies concerning excess assessments er­
roneously levied against them and contro­
versies concerning the return of money er­
roneously collected from them by the federal 
government. The bill provides that a person 
thus employed for compensation to secure 
from any bureau or official any benefit or 
advantage to any corporation or individual 
is subject to the drastic provisions of the bill 
Of course, the presentation of a case at the 
bureau of internal revenue or before the 
board of tax appeals to prevent an improper 
collection of taxes is a benefit or advantage 
to the taxpayer involved. There is also a 
definite benefit and advantage to the tax­
payer who seeks in normal fashion, through 
his employed professional accountant, to 
have returned to him any amount of taxes 
erroneously collected from him. Many thou­
sands of such cases are normally conducted 
before the bureau of internal revenue each 
year precisely as ordinary controversies 
would be conducted in the courts. Such pro­
ceedings are not in the slightest sense sub­
versive to the public welfare and ought not 
to subject the professional men engaged in 
such service to unusual and drastic pro­
visions of law.
“The fact is that at the present time there 
are registered at the bureau of internal 
revenue over thirty-nine thousand tax prac­
titioners. These registrations are from all 
parts of the United States. The registrants 
include both lawyers and public accountants. 
The treasury department at the present time 
has a ‘committee on enrollment and disbar­
ment of attorneys and agents.’ It is effec­
tively equipped to supervise the conduct of  
practitioners before the bureau of internal 
revenue. And, as shown by the annual re- 
port of the secretary of the treasury for the 
year ending June 30, 1934, this committee 
has in fact exercised such control over those 
admitted to practice as to maintain high 
standards of ethics in the conduct of such 
practitioners. It seems, therefore, entirely 
unreasonable to require these registered prac­
titioners also to register with the federal 
trade commission, and to file every three
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months with that agency the reports concern­
ing compensation which the bill contemplates.
“It is moreover the fact that in many cases 
the public accountant would be, as a practi­
cal matter, unable to make the statement re­
quired in the bill concerning compensation. 
In many cases the public accountant re­
ceives an annual retainer for his services to 
a particular business concern and he may 
also receive additional compensation for spe­
cial auditing work which may be done during 
the year. Much of this work may be entirely 
unrelated to the tax problems of the concern, 
but in the event that there is a federal tax 
case pending, the services performed by the 
public accountant are of material use to him 
in connection with the presentation of the 
client’s tax problem. How to determine how 
much of the compensation received for such 
service should be included in the compensa­
tion which may be said to have been re­
ceived for the presentation of the federal 
tax case when the problem of presentation 
may have been a relatively simple one be­
cause of the previous work performed by the 
public accountant, is a question almost im­
possible to answer.
“Moreover, business concerns are loath to 
have their private relations with persons 
employed to perform services for them a 
matter of public comment and discussion. 
No useful purpose can possibly be served 
by such disclosure, and it would certainly 
seem that it is an undue invasion of the in­
herent right of privacy to require every pub­
lic accountant in the United States who pre­
sents a tax case to the bureau of internal 
revenue in regular manner to make public 
as best he can the amount of money paid 
him for such service, regardless of the very 
reasonable nature of such compensation. It 
is proper to add in this connection that the 
committee on enrollment and disbarment at 
the treasury, as an incident to the effective 
administration of its control over the prac­
titioners there registered, has never deemed 
it necessary to require such a disclosure.
“It ought also to be understood that many 
tax cases are presented and disposed of (sub­
ject to the final approval of the commis­
sioner of internal revenue) in the revenue 
agent’s district where the taxpayer resides. 
The public accountant who may never come 
to Washington and who practises, say, in a 
district on the Pacific coast, will be guilty of 
a criminal offense, punishable by fine and
imprisonment, if he fails to register as pro­
vided in the bill.
“Moreover, to repeat an earlier statement, 
the bill is popularly known as a bill to con­
trol ‘lobbyists’. The ‘register’ provided for 
will undoubtedly be generally known, if the 
bill becomes law, as the ‘lobby register’ and 
the public accountants of the country cer­
tainly do not merit inclusion within any 
such classification.
“It is urgently urged, therefore, that the 
present bill be not reported for enactment 
into law.”
The American Bar Association was 
represented at the same hearings and 
suggested amendments to the bill. The 
Institu te’s committee on federal legisla­
tion believes that, were the bill so 
amended, it would no longer affect ad­
versely the practice of public account­
ants. The suggested amendments are as 
follows:
“Amend S. 2512 by adding the following: 
“Sec. 8. The provisions of this act shall 
not apply to, or be construed as affecting, 
“(a) professional services in drafting bills, 
amendments thereto, resolutions, orders, 
rules, regulations, contracts, modifications of 
contracts, bids, offers, applications, peti­
tions, pleadings, or other writings in draft­
ing which professional services would nor­
mally be rendered, in filing of any such writ­
ing, in preparing briefs or arguments thereon, 
or in advising clients and rendering opinions 
as to the construction or the effect of any 
such writing proposed or pending before the 
national congress, or any committee or sub­
committee thereof, or any federal bureau, 
agency or government official;
“ (b) professional services in appearing 
and in presenting evidence or arguments at 
public hearing, or hearing or other proceed­
ings held pursuant to statutory requirement, 
before any committee of the national con­
gress or before any United States bureau, 
agency or official, provided such hearing or 
other proceeding is a matter of public record 
and that the person rendering such services 
shall state, and the record shall show, his 
name, address, and the person, association, 
or corporation, one or more, by whom he is 
employed and in whose interest he appears;
“(c) professional services rendered in 
practising before any United States bureau,
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agency or official which exercises, or by law 
is authorized to exercise, control over the ad­
mission and disbarment of persons practis­
ing before it or him, or which has, or by law 
is authorized to have, rules and regulations 
covering such practice, with respect to any 
matter subject to such control or such rules 
and regulations; and
“ (d) bona fide requests for, and endeav­
ors to secure, information as to the status 
and nature of any pending or proposed leg­
islation, or with respect to the making, modi­
fication, alteration, or cancellation of any 
contract, or with respect to any proceeding 
pending or proposed before any United 
States bureau, agency, or official, where no 
impropriety is involved in the obtaining or 
giving of such information and such informa­
tion is, under the law, legitimately open to 
the public or to persons of the class in 
whose behalf the request or endeavor is 
made.”
AUDITS FOR CREDIT PURPOSES
The secretary of the Robert Morris 
Associates, through the B ulletin  of that 
organization, has requested information 
which might help to determine to what 
extent, if any, banks directly engage 
certified public accountants to audit the 
accounts of prospective borrowers.
He comments as follows:
“When the banker engages the accountant 
directly, he thereupon becomes the client 
upon whom the accountant depends for pay­
ment for his professional services. The 
bankers should be protected by the guaran­
tee or assurance of the prospective borrower 
or customer that the cost of accounting, en­
gineering or other expense involved will be 
paid whether or not the loan is granted. 
On the other hand, if  the banker does not 
engage the accountant, the latter has the 
prospective borrower as a client. It is only 
with the full consent of the client that an 
accountant may undertake to communicate 
with the banker and, although the borrower 
may have nothing to conceal from the banker 
concerning his affairs, it is natural that there 
should be some reluctance on his part in 
permitting his accountant to communicate 
with the banker in advance of the final in­
terview with the banker, at which time he 
may be accompanied by his accountant.”
ANNOUNCEMENTS OF SECURITIES 
AND EXCHANGE COMMISSION
The following announcements have 
been released by the securities and ex­
change commission under the securities 
act of 1933 and the securities exchange 
act of 1934:
Securities A c t:
Release No. 418, June 29, 1935—Adoption 
of rule permitting incorporation by refer­
ence of financial statements filed with earlier 
registration statements.
Release No. 432, July 10, 1935—Amend­
ment of instructions for the use of form 
A-2 providing that under stated conditions 
an enumeration of subsidiaries constituting 
retail outlets for the registrant need not be 
made.
Release No. 435, July 13, 1935—Publica­
tion of compiled rules, regulations, forms 
and opinions applicable to oil and gas in­
terests.
Securities Exchange A c t:
Release No. 305, July 5, 1935—Adoption 
of form 18 for registration of securities of 
foreign governments and their political sub­
divisions.
Release No. 320, July 13, 1935—Exemp­
tion from registration until November 5, 
1935, of securities which are secured by 
property now owned or leased by a person 
who was not the original issuer.
Release No. 326, July 15, 1935—Exemp­
tion from registration until September 13, 
1935, of securities issued by any national of 
a North American country or Cuba for which 
the filing of applications on forms 10 or 11 
is authorized.
Releases No. 323, 324 and 325, July 15, 
1935—Adoption of forms 19, 20 and 21, for 
registration of securities of foreign private 
issuers and American certificates against 
foreign issues.
The complete texts of these and other 
releases can be obtained by request from 
the securities and exchange commission, 
Washington, D. C.
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BUILDING AND LOAN AUDIT 
PROGRAM
The committee on building and loan 
accounts of the New Jersey Society of 
Certified Public Accountants has re­
cently published a revision of its pro­
gram for building and loan association 
audits. The first edition was published 
four years ago.
INDEPENDENT AUDITS REQUIRED 
BY F. H. A.
Regulations of the federal housing 
administrator require that financial in­
stitutions other than governmental agen­
cies and members of the federal reserve 
system, the federal deposit insurance 
fund or the federal home loan bank sys­
tem, must submit annually to independ­
ent audit by certified public accountants 
to qualify as approved mortgagees en­
titled to receive mutual mortgage insur­
ance under section 203 (b) of the na­
tional housing act.
Section 1, paragraph 3, of the revised 
administrative rules issued by the fed­
eral housing administrator on June 24,
1935, provides as follows:
A p p r o v a l  o f  M o r t g a g e e s
“Any other institution not hereinbefore 
mentioned will be approved as a mortgagee 
upon application if it has the following 
qualifications and meets the following condi­
tions to the satisfaction of the administra­
tor:
“ (a) it is a chartered institution or other 
permanent organization having succession;
“ (b) it is subject to the inspection and 
supervision of some governmental agency; 
or in the alternative, if not subject to inspec­
tion and supervision of some governmental 
agency, it shall submit an independent de­
tailed audit of its books made by a certified 
public accountant reflecting a condition sat­
isfactory to the administrator, and also, so 
long as its approval as a mortgagee con­
tinues, shall file with the administrator simi­
lar audits at least once in each calendar year 
and submit at any time to such examination 
of its books and affairs as the administrator 
may determine, and comply with any other 
conditions that the administrator may im­
pose............. ”
COMPETITIVE BIDDING
The following editorial comment on 
competitive bidding for professional en­
gagements appeared in the July  issue of 
the magazine Mechanical E ngineering:
“Selection of professional engineering 
services by competition in which financial 
considerations are paramount and sometimes 
the only ones, necessitating the bidding by 
one engineer against another, is a practice 
which professional engineering societies con­
demn for cogent reasons. Neither the en­
gineers who are, in certain cases, thus com­
pelled to secure engagement, if they will 
have it at all, nor those who are desirous of 
retaining them, are well served; for the 
former there is a lowering of professional 
standards, while the latter may not get the 
talent they need and expect.
“It is fair to say that in many cases such 
practices are followed by public authorities 
whose understanding of the professional 
point of view is slight and who ignorantly 
assume that professional services in engi­
neering projects are impartially secured by 
such means. Inasmuch as public expendi­
tures are greatly increasing and the services 
of engineers are being required by public 
bodies unfamiliar with professional engineer­
ing ethics, the committee on the manual of 
practice of the American Society of Me­
chanical Engineers, which concerns itself 
with the practices of consulting engineers, 
has noted an increase in this method of en­
gaging engineers and wishes to combat it 
vigorously. The American Society of Civil 
Engineers, in whose field such abuses are 
more common, adopted a resolution in 1925 
condemning such competitive bidding and 
recommending that ‘public authorities and 
others desiring to secure professional en­
gineering services select an engineer, from 
those available, on the basis of his qualifica­
tions, experience and professional prepara­
tion for work of the size and character 
under consideration, determining by inquiry 
of recognized professional authority the ap­
propriate basis of compensation for such 
services.’
“The committee on manual of practice of 
the A. S. M. E. wishes to be informed of 
cases in which engineers are asked through 
advertisement or otherwise to submit in com­
petition their terms for performing engi­
neering services.”
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ACCOUNTANCY AND THE PRESS
The following are brief excerpts from 
articles referring to the American Insti­
tute of Accountants, which have ap­
peared in the public press during recent 
months:
New rules for accounting have just been 
approved by the American Institute of Ac­
countants, all of which, if adopted by the 
profession, should go far toward making 
balance-sheets and income accounts more en­
lightening and less subject to doctoring as 
the whims of managements dictate. . . . 
This department has in the past criticized 
accounting practices; it gives credit at this 
time for constructive steps.
The Daily News, Chicago.
A new accounting book, Land Accounts, 
by Walter Mucklow, author of the popular 
volume, Beal Estate Accounts, has been an­
nounced by the American Institute Publish­
ing Company, New York, a subsidiary of 
the American Institute of Accountants.
The Item-Tribune, New Orleans.
The prosecution of Samuel Insull at­
tended by public discussion of accounting 
practices, notably the treatment of stock 
dividends as income, has given the public 
accounting profession strong arguments in 
favor of proper accounting procedure, ac­
cording to The Journal of Accountancy, offi­
cial publication of the American Institute 
of Accountants.
The United States Investor, Boston.
State regulation of public accounting by 
so-called two-class restrictive laws, which 
limit practice to persons registered with a 
state board, is disapproved in a resolution 
adopted by the council of the American In­
stitute of Accountants, made public yes­
terday.
The Herald Tribune, New York.
Professor W. D. Rich, head of the busi­
ness administration department of Hardin- 
Simmons university, has recently completed 
a manuscript entitled Legal Responsibilities 
and Rights of Public Accountants which will 
be published this summer by the American 
Institute Publishing Company.
The News, Dallas.
The American Institute of Accountants 
special committee on cooperation with the 
securities and exchange commission has pre­
pared a statement for the purpose of clar­
ifying the requirements as to form and 
content of reports, the nature of certification 
to be given, and the relationship between 
the report to the commission under form 10 
and the usual report to stockholders.
The Journal of Commerce, Chicago.
The interest of beneficiaries under the 
probate laws of Indiana would be better 
protected by more adequate auditing of es­
tates and accounts of fiduciaries, according 
to a report a special committee of the 
American Institute of Accountants has sent 
local members.
The Tribune, South Bend.
Representatives of the American Insti­
tute of Accountants will meet tomorrow with 
members of the securities and exchange com­
mission, including Chairman Kennedy, to 
discuss viewpoints on accounting principles 
which the commission has laid down in con­
nection with forms for the registration of 
securities on the stock exchanges.
The Times, New York.
Accountants have for many years, in their 
relations with their clients and through their 
professional organizations, advised the adop­
tion of the natural business year wherever 
its use would be advantageous. The Ameri­
can Institute of Accountants maintains a 
special committee on the subject of the 
natural business year. Its procedure is that 
of research and education.
Trust Companies Magazine.
The seventy-fifth congress will be asked 
by the securities and exchange commission 
to make many constructive changes in the 
securities act of 1933, S. E. C. Chairman 
Joseph P. Kennedy predicted Wednesday. 
. . . The chairman conferred Wednesday 
with five representatives of the American 
Institute of Accountants. It is understood 
emphasis was placed on costs and material 
now requested not essential to the public.
The News Bureau, Boston.
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STATE LEGISLATION
Only one accountancy bill of the many 
introduced in the state legislatures since 
the beginning of the year remains for 
final action. Of the two reported in the 
July issue of the B ulletin  as pending, 
one has been approved and the other 
has been passed by the house and is now 
on the senate calendar.
The legislatures of forty-six states and 
two territories were in session during the 
current year. Thirty-seven accountancy 
bills were introduced in twenty-five states 
and one territory. Of these only seven 
have been approved. The bills introduced 
have been classified as follows:
Introduced Approved
New law of standard
type 3 1
Administrative
amendments 9 4
Two-class restrictive
law 11
Waiver of C. P. A.
examination 5 1
Oral examination 3
Licensing of public
accountants 2
Prohibiting practice
under assumed
name 2
Self-governing pro­
professional or­
ganizations 1
Levying professional
tax 1 1
37 7
A bill repealing almost the entire act 
under which Georgia accountants had 
practised and substituting a new act of 
the standard type was approved in 
Georgia. An unsuccessful attempt was 
made to reenact the accountancy law of 
Alaska which was repealed in 1933. An 
attempt was made without success to 
enact a new accountancy law in New 
Hampshire, replacing the present law 
administered by the state bank commis­
sioner.
Pour bills amending administrative 
features of the accountancy laws of
Florida and Illinois were approved. 
Similar bills failed to pass in Arizona, 
Colorado, Illinois and Washington.
Eleven two-class restrictive bills were 
introduced, but none has been approved. 
These bills were offered in California, 
Kansas, Missouri, New York, Ohio, 
Texas, West Virginia, Wisconsin and 
Wyoming. The Wisconsin bill is still 
pending.
Attempts to write provisions for 
waiver of the certified public accountant 
examination into the laws of Missouri, 
New York, North Dakota and Tennessee 
were unsuccessful. A similar bill was 
approved in Montana.
Amendments of the accountancy laws 
of Arkansas and Oklahoma providing 
for oral examination for the certified 
public accountant examination failed to 
pass.
A bill introduced in the state of Wash­
ington, which failed to pass, would have 
repealed the two laws which now regu­
late the profession there and would have 
substituted an act providing for the li­
censing of all public accountants without 
distinction between certified and non­
certified public accountants. A bill pro­
viding for the licensing of public ac­
countants, the exact nature of which 
could not be learned, was introduced in 
skeleton form in the Connecticut legisla­
ture and was defeated.
Bills in Pennsylvania and Oklahoma 
which would have prohibited practice 
of accountancy under an assumed name 
or the name of a partner no longer con­
nected with a firm failed to pass.
Professional organizations empowered 
by the state to regulate their respective 
professions would have been permitted 
under the provisions of a bill introduced 
in the state of Washington which failed 
to pass.
A professional tax of $10 was levied 
on certified public accountants of Dela­
ware by a bill approved in that state.
I l l in o is
Senate bill 520 was approved by the 
governor of Illinois on July  10th.
11
Bulletin of Am erican Institu te  of Accountants
S e n a t e  B i l l  520 
A n  a c t  t o  a m e n d  s e c t i o n  12 o f  “A n  a c t
TO AFFORD PROTECTION TO THE PUBLIC BY 
PRESCRIBING AND REGULATING THE PRACTICE 
OF PUBLIC ACCOUNTING BY REGISTRATION,”
a p p r o v e d  J u l y  7, 1927, t o  ad d  s e c t io n s  4-a ,  
12 -a , 12 -b , 1 2 -c , 12 -d , 1 2 -e , 1 2 - f ,  1 2 -g , 1 2 -h ,  
12-i, THERETO AND TO REPEAL SECTION 15 
t h e r e o f .  Be it enacted by the people of the 
state of Illinois, represented in the general 
assembly:
Section 1. Section 12 of “An act to afford 
protection to the public by prescribing and 
regulating the practice of public accounting 
by registration,” approved July 7, 1927, is 
amended and sections 4-a, 12-a, 12-b, 12-c, 
12-d, 12-e, 12-f, 12-g, 12-h, 12-i are added 
thereto, the amended and added sections to 
read as follows:
Section 4-a. The department of registra­
tion and education shall exercise, but sub­
ject to the provisions of this act, the follow­
ing functions, powers and duties:
(1) Conduct examinations to ascertain 
the qualifications and fitness of applicants 
for certificates of registration as registered 
public accountants, and pass upon the qual­
ifications of applicants for reciprocal li­
censes, certificates and authorities.
(2) Prescribe rules and regulations for a 
method of examination of candidates.
(3) Prescribe rules and regulations defin­
ing what shall constitute a school, college or 
university or department of a university, or 
other institution reputable and in good 
standing, and to determine the reputability 
and good standing of a school, college or 
other institution reputable and in good 
standing by reference to a compliance with 
such rules and regulations; provided that no 
school, college or university, or department 
of a university or other institution that re­
fuses admittance to applicants, solely on ac­
count of race, color or creed shall be consid­
ered reputable and in good standing.
(4 ) Establish a standard of preliminary 
education deemed requisite to admission to 
a school, college or university, and to re­
quire satisfactory proof of the enforcement 
of such standard by said schools, colleges, 
and universities.
(5) Conduct hearings on proceedings to 
revoke or refuse renewal of licenses, certifi­
cates or authorities of persons applying for 
registration or registered under the provi­
sions of this act and to revoke or refuse to 
renew such licenses or certificates or au­
thorities.
(6) Formulate rules and regulations when 
required in any act to be administered.
None of the foregoing functions, powers 
or duties enumerated shall be exercised by 
the department of registration except upon 
the action and report in writing of the com­
mittee designated by the director of registra­
tion and education from time to time to take 
such action and to make such report for the 
profession involved herein, as follows:
Two (2) practising public accountants, 
one of whom shall be a certified public ac­
countant, and an attorney, each of whom 
shall be a resident of this state, and shall 
have five years’ practical experience in the 
practice of his respective profession and no 
one of whom is in any way. connected with 
or interested in any school or college where 
accountancy is taught.
The action or report in writing of a ma­
jority of the committee designated shall be 
sufficient authority upon which the director 
of registration and education may act.
In making the designation of persons to 
act, the director shall give due consideration 
to recommendations by members of the pro­
fession and by organizations therein.
Whenever the director is satisfied that sub­
stantial justice has not been done in an ex­
amination, he may order a re-examination 
by the same or other examiners.
Section 12. The department of registra­
tion and education may either refuse to 
issue, or may refuse to renew, or may sus­
pend, or may revoke any certificate of regis­
tration for any one, or any combination of 
the following causes:
(a) Conviction of a felony, as shown by 
a certified copy of the record of conviction;
(b) Conviction of any crime, an essential 
element of which is dishonesty or fraud;
(c) Proof of knowingly certifying to any 
false or fraudulent report, certificate, ex­
hibit, schedule, or statement;
(d) Proof of gross carelessness or incompe­
tence in performing services described in 
section 1.
The department may upon its own motion 
and shall upon the verified complaint in 
writing of any person setting forth facts 
which if  proven would constitute grounds 
for refusal, suspension or revocation as here­
inabove set forth, investigate the actions of
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any person holding or claiming to hold a 
certificate. The department shall, before re­
fusing to issue, suspending or revoking any 
certificate, at least ten (10) days prior to 
the date set for the hearing, notify in writ­
ing the applicant or the holder of such cer­
tificate of any charges made and shall afford 
such accused person an opportunity to be 
heard in person or by counsel in reference 
thereto. Such written notice may be served 
by delivery of the same personally to the 
accused person, or by mailing the same by 
registered mail to the place of business last 
theretofore specified by the accused person 
in his last notification to the department. 
At the time and place fixed in the notice, 
the committee designated by the director of 
registration and education, as provided in 
this act, shall proceed to hearing of the 
charges and both the accused person and the 
complainant shall be accorded ample oppor­
tunity to present in person or by counsel 
such statements, testimony, evidence and 
argument as may be pertinent to the charges 
or to any defense thereto. The committee 
may continue such hearing from time to 
time. I f  the committee shall not be sitting 
at the time and place fixed in the notice or 
at the time and place to which hearing shall 
have been continued, the department shall 
continue such hearing for a period not to ex­
ceed thirty (30) days.
Section 12-a. The department shall have 
power to subpoena and bring before it any 
person in this state and to take testimony 
either orally or by deposition, or both, with 
the same fees and mileage and in the same 
manner as prescribed by law in judicial 
procedure in civil cases in courts of this 
state.
The director, assistant director, superin­
tendent of registration and any member of 
the committee designated by the director 
shall each have power to administer oaths to 
witnesses at any hearing which the depart­
ment is authorized by law to conduct, and 
any other oaths required or authorized in 
any act administered by the department.
Section 12-b. Any circuit or superior 
court or any judge thereof, either in term 
time or vacation, upon the application of 
the accused person or complainant or of the 
department, may, by order duly entered, re­
quire the attendance of witnesses and the 
production of relevant books and papers be­
fore the department in any hearing relative
to the application for or refusal, recall, sus­
pension or revocation of certificate of regis­
tration, and the court or judge may compel 
obedience to its or his order by proceedings 
for contempt.
Section 12-c. The department, at its ex­
pense, shall provide a stenographer to take 
down the testimony and preserve a record of 
all proceedings at the hearing of any case 
wherein a certificate is revoked or suspended. 
The notice of hearing, complaint and all 
other documents in the nature of pleadings 
and written motions filed in the proceedings, 
the transcript of testimony, the report of the 
committee and the orders of the department 
shall be the record of such proceedings. 
The department shall furnish a transcript 
of such record to any person interested 
in such hearing upon payment therefor 
of twenty-five cents per one hundred words 
for each original transcript and eight cents 
per one hundred words for each carbon copy 
thereof ordered with the original: provided, 
that the charge for any part of such tran- 
cript ordered and paid for previous to the 
writing of the original record thereof shall 
be eight cents per hundred words.
Section 12-d. The committee shall pesent 
to the director its written report of its find­
ings and recommendations. A copy of such 
report shall be served upon the accused per­
son, either personally or by registered mail 
as provided in this act for the service of the 
citation. Within twenty (20) days after 
such service, said accused person may pre­
sent to the department his motion in writing 
for a rehearing, which written motion shall 
specify the particular grounds therefor. I f  
said accused person shall order and pay for 
a transcript of the record as provided in 
this section, the time elapsing thereafter and 
before such transcript is ready for delivery 
to him shall not be counted as part of such 
twenty days.
Whenever the director is satisfied that 
substantial justice has not been done, he 
may order a rehearing by the same or an­
other special committee. At the expiration 
of the time specified for filing a motion for 
a rehearing, the director shall have the right 
to take the action recommended by the com­
mittee. Upon the suspension or revocation 
of his certificate of registration, a registrant 
shall be required to surrender his certificate 
of registration to the department, and upon 
his failure or refusal so to do, the depart­
13
Bulletin of Am erican In stitu te  of Accountants
ment shall have the right to seize the same.
Section 12-e. At any time after the sus­
pension or revocation of any certificate, the 
department may restore it to the accused 
person without examination, upon the writ­
ten recommendation of the examining com­
mittee.
Section 12-f. The circuit or superior court 
of the county wherein the accused person 
resides shall have power to review any order 
of revocation or suspension and all ques­
tions of law and fact thereon by writ of 
certiorari to the department, provided that, 
if  the accused person is not a resident of 
this state and the venue is not otherwise 
fixed herein, such venue shall be in Sanga­
mon county.
Such writ shall be issued by the clerk of 
the court upon praecipe and it shall be 
served at least ten days before the return 
day thereof. Service upon the director, as­
sistant director or superintendent of regis­
tration shall be service on the department. 
Such suit shall be commenced within twenty 
days of the accused person’s receipt of no­
tice of the order of refusal, revocation or 
suspension. The department shall not be 
required to certify the record of its pro­
ceedings unless the accused person shall first 
pay to it the sum of five cents per one hun­
dred words of such record. Exhibits shall 
be certified without cost.
No department order of suspension or 
revocation shall be set aside or vacated on 
any ground not specified in the written mo­
tion for rehearing provided in this act.
Section 12-g. An order of revocation or 
suspension or a certified copy thereof, over 
the seal of the department and purporting 
to be signed by the director shall be prima 
facie proof that:
1. Such signature is the genuine signature 
of the director.
2. That such director is duly appointed 
and qualified.
3. That the committee and the members 
thereof are qualified to act.
Such proof may be rebutted. Such order 
of revocation or suspension shall be con­
clusive proof that all precedent and concur­
rent acts of department officers and of the 
committee necessary to the validity of such 
order were pursuant to authority conferred 
by the director.
Section 12-h. Appeals from all final orders 
and judgments entered by a circuit or supe­
rior court in review of an order of the de­
partment may be taken directly to the su­
preme court by either party to the action 
within sixty days after service of a copy of 
the order or judgment of the circuit or supe­
rior court, and shall be governed by the 
rules applying to other civil cases appealed 
to said supreme court, except that formal 
pleadings shall not be required.
Section 12-i. The pendency of an appeal 
or writ of certiorari shall not of itself stay 
or suspend the operation of an order of 
revocation or suspension; but during the 
pendency of such suit or appeal, the circuit 
or superior court or the supreme court, as 
the case may be, in its discretion, may stay 
the operation of such order in whole or in 
part upon such terms and conditions as the 
court may prescribe. No such stay shall be 
granted by the court otherwise than upon 
ten days’ notice to the department and after 
a hearing.
Section 2. Section 15 of said act is re­
pealed.
Approved, July 10, 1935.
W i s c o n s i n
Assembly bill 820, a two-class restric­
tive bill, was passed by the assembly on 
July  16th and has been referred to the 
senate. I t  is now on the calendar.
ACCOUNTANTS ADMITTED TO TAX 
PRACTICE IN HAWAII
At the recent session of the territorial 
legislature of Hawaii, a bill was passed 
admitting accountants to practice before 
the tax-appeal court. Following is the 
amended section of the revised laws of 
H aw aii:
“ Section 1947. Tax appeal court; 
court of record; general duties, powers, 
seal. The tax-appeal court shall be, and 
shall have all the powers of a court of 
record with respect to matters within 
its jurisdiction, and shall hear and de­
termine appeals thereto from the boards 
of review of the various divisions. . . 
“ Such tax-appeal court may admit to 
practice before it such persons as have 
been admitted to practice before the 
treasury department of the United 
States or the United States board of tax 
appeals."
14
Bulletin of American Institute of Accountants
MEETINGS AND ELECTIONS
F lorida
Jacksonville
Members of the Jacksonville chapter of 
the Florida Institute of Accountants, meet­
ing on July 3rd, discussed federal and state 
legislation affecting accountants and business 
men whom they advise. C. K. Milligan, 
president of the chapter, presided.
Walter Mucklow and Ben E. James 
conducted informal discussion of the fed­
eral capital-stock tax. It was determined to 
hold a special meeting to discuss the prob­
lems to which this tax gives rise.
George H. Ford led discussion of the new 
Florida workmen’s compensation act. O. J. 
Oosterhaudt discussed accounting problems 
presented by the Florida chain store act and
I. J. Varnedoe discussed the proposed fed­
eral social security legislation. P. W. 
Fisher, secretary of the state organization, 
told of accountancy legislation enacted at 
the recent sessions of the Florida legislature.
C. H. Goodrich, recently elected president 
of the state organization, reported on the 
proceedings of the annual meeting held 
during June.
Georgia
Macon
The Macon chapter of the Georgia So­
ciety of Certified Public Accountants met 
on July 12th for discussion of current ac­
counting problems. Municipal accounting, 
the federal capital stock tax and the agri­
cultural adjustment administration were the 
principal topics.
M ich ig a n
William H. Ball, of Detroit, has been re­
elected secretary of the Michigan Associa­
tion of Certified Public Accountants.
Western Michigan
The annual meeting of the Western 
Michigan chapter of the Michigan Associa­
tion of Certified Public Accountants was 
held at the Spring Lake country club, Kala­
mazoo, during June. The following officers
were elected: Raymond Knapp, of Grand 
Rapids, president; George Blanchard, of 
Grand Rapids, vice-president; F. E. Lean­
der, of Kalamazoo, treasurer, and Wesley 
DeLong, of Muskegon, secretary.
M in n eso ta
The summer meeting of the Minnesota 
Society of Certified Public Accountants was 
held at the Ridgeview country club, Duluth, 
on July 19th. There was a golf tournament 
in the afternoon and a stag dinner in the 
evening. A. G. McKnight, Duluth attorney 
and former head of the department of liti­
gation of the N. R. A., was the principal 
speaker. Earl A. Waldo, of Minneapolis, 
president of the society, presided. Irving 
Grover, of Duluth, was toastmaster at the 
dinner.
N e w  J e r s e y
A t a meeting of the board of trustees of 
the New Jersey Society of Certified Public 
Accountants on July 25th, the resignation 
of Philip S. Suffern as president of the so­
ciety was accepted and Julius E. Flink, for­
merly first vice-president, was installed in 
the office. Mr. Flink was succeeded by John 
A. Conlin, formerly second vice-president. 
No successor to Mr. Conlin was named.
Oh io
It has been announced that the annual 
meeting of the Ohio Society of Certified 
Public Accountants will be held on Septem­
ber 26th, 27th and 28th at the Biltmore 
hotel, Dayton. The members will be enter­
tained at the Miami Valley golf club.
T e x a s
At a meeting at San Antonio on July 20th 
attended by T. W. Leland, president of the 
Texas Society of Certified Public Account­
ants, C. F. Milledge, secretary, and members 
of the committee on meetings, plans were 
completed for the annual meeting of the so­
ciety to be held at the Plaza hotel, San An­
tonio, on October 10th and 11th. As a part 
of the entertainment, a trip to Monterrey is 
planned.
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ANNOUNCEMENTS
Announcement has been made of the for­
mation of the firm of Adams, Cobb & 
Becker, 110 East 42nd street, New York, by 
James R. Adams, Ernest B. Cobb, John H. 
Becker and Walter E. Kiefer.
Announcement has been made by J. An­
gus Steven that his former partnership has 
been dissolved. Mr. Steven announces that 
he will continue practice under the firm 
name of Angus Steven & Co.
Hartshorn & Walter, of Boston, announce 
the removal of their offices to the eighth 
floor of the 50 Congress street building.
Charles W. Hatter and John B. McNab, 
of Baltimore, announce the formation of the 
partnership, Hatter & McNab, to continue 
the practice established by the late Elmer 
L. Hatter. The firm offices are in the First 
National Bank building.
Lewis H. Allen, of Buffalo, has been ap­
pointed a member of the East Aurora, 
N. Y., board of education.
Orville S. Carpenter, of Austin, has been 
appointed state auditor of Texas.
Roy T. Culey, of Los Angeles, made an 
address recently from radio station KECA 
on “The importance of accounting in present- 
day society.”
James L. Benson, of Baltimore, addressed 
members of the Optimist club on “Some 
problems in taxation” at a meeting at the 
Southern hotel on July 11th.
Harry Ernest Gordon, of Dallas, has been 
appointed vice-president of the Dallas city 
park board.
George S. Olive, of Indianapolis, has been 
appointed to the tax adjustment board of 
Marion county, Indiana.
Peat, Marwick, Mitchell & Co., announce 
the retirement of Sydney L. G. Sutherland, 
of Boston, from the firm. The Boston office 
is now in charge of David B. Galloway.
Haskins & Sells announces H. Brooks 
Davies as resident partner of the firm at 
Denver, with offices in the Denver National 
building.
Announcement has been made that M. M. 
Winkler has withdrawn from the firm of 
Moses, Rittler, Dienes & Winkler, of New 
Orleans. The firm will continue practice 
under the name of Moses, Rittler & Dienes. 
Mr. Winkler will practise on his own account 
at Tupelo, Miss.
Harold S. Rock, formerly in public prac­
tice with Walter Nold & Co., of Minneapolis, 
announces that he is now employed as exam­
iner with the Reconstruction Finance Cor­
poration, industrial loan section, Minneapolis.
G. W. Heath, of Detroit, has been re­
appointed a member of the tax commission 
of the Detroit board of commerce.
Orrin R. Judd, of New York, has been 
appointed chairman of the reorganization 
committee of the Union Guarantee and 
Mortgage Co.
A. J. Lynn, of Louisville, will conduct 
two courses in accounting at the University 
of Louisville division of adult education, be­
ginning with the autumn term.
Archie M. Smith, of New Orleans, has 
been reelected vice-president general of the 
National Society, Sons of the American Rev­
olution, and at the same time was appointed 
a member of the committee on organization 
and the committee on observance of Consti­
tution Day.
Fred S. Willett, of South Bend, has been 
appointed a member of the St. Joseph 
county, Indiana, tax adjustment board.
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To Members and Associates of the 
American Institute of Accountants:
The board of examiners has given consideration to applicants for admission 
to the American Institute of Accountants and recommends the election of 7 
applicants for admission as members and 1  for admission as an associate who 
have passed oral examinations. Credit for having passed examinations accept­
able to the Institute has been accorded 19 applicants for admission as members 
and 8 for admission as associates. Sixteen applicants for admission as mem­
bers and 2 for admission as associates have passed the Institu te’s examinations 
for a C. P. A. certificate in a co-operating state. The board recommends the 
advancement of 2 associates to membership.
For Advancement to Membership:
James Wesley Hunt, Columbia S. C. J. Harold Stewart, Boston
For Admission as Members:
Lloyd A. Barnstead, New York 
Vilas D. Betts, Chicago 
George D. Boone, Tulsa 
Walter L. Bradley, Buffalo 
William H. Brakman, New York 
Julius H. Cohn, Newark 
George J. Covalt, Washington, D. C. 
Clarence B. Cox, Detroit 
Henry S. DeVault, Shanghai, China 
Arthur A. Foster, Prescott 
Robert M. Gane, San Francisco 
Vincent T. Gilchrist, Houston 
Roy F. Godfrey, Tulsa 
John H. Goodwin, Jr., Boston 
Oscar A. Granlund, New York 
William C. Guay, Boston 
Edgar A. Hartman, Tulsa 
Clarence L. Johnson, New Haven 
David L. Johnson, Kansas City 
Ernest F. Johnson, New York 
Cletus M. Laux, Detroit
J. A. Leach, Jr., Richmond 
S. Frank Levy, Washington, D. C. 
Gideon H. Markel, Philadelphia 
Frederick Martin, Philadelphia 
James W. McCullough, Houston 
Charles E. McCune, Tulsa 
Harold W. McKenzie, Chicago 
Stuart W. McLaughlin, New York 
J. Y. McManus, Kansas City, Mo. 
James H. Rindfleisch, Richmond 
Whitney B. Sanders, San Francisco 
Clifton A. Sause, New York 
Carneal B. Sheffield, Houston 
Lyman M. Straine, Sacramento 
Ralph B. Stratford, Portland, Ore. 
John S. Sturgeon, Chicago 
Tillman B. Trotter, Houston 
Harold I. Wilhelm, Houston 
C. Vincent Williams, Chicago 
R. Bradford Williams, New York 
Arthur W. Yardley, Boston
For Admission as Associates:
William Blackie, Chicago Richard C. Kneeland, Portland, Ore.
Thomas P. Carley, Chicago Cyril William Mitchell, Portland, Ore.
John J. Chesnutt, Seattle Joseph J. Peters, New York
Edgerton Hazard, New York Charles H. Poit, New Haven
George Huling, New York Joseph Russell Shrader, Chicago 
Roland B. Keays, Detroit
These applicants do not become members (or associates) until they have 
been approved by the Council and declared elected by the president. I f  protest 
is to be made against the election of any applicant on the list it should reach the 
office of the Institute before October 1, 1935.
JOHN L. CAREY, Secretary.
A M E R IC A N I N S T I T U T E  O F  A C C O U N T A N T S
OFFICERS--- 1934-1935
P r e sid e n t  . . . . .............................................G eorge A rm istead
 J o h n  D . C h er r in g to n
V ic e - P r e s id e n t s ............................
 H . W . H e n n e g in
T r e a su r e r . . .
E d ito r ..................
S ec retar y . . . .
AMERICAN INSTITUTE OF ACCOUNTANTS
ANNUAL MEETING
The committee on meetings an­
nounces that arrangements for the an­
nual meeting of the Institute, made in 
collaboration with committees of the 
Massachusetts Society of Certified Pub­
lic Accountants, are now complete. The 
meeting will be at the Copley-Plaza 
hotel, Boston, October 14th to 17th.
S p e a k e r s
As announced earlier, A rthur Ander­
sen, of Chicago, a member of the Insti­
tute, and Ralph T. Crane, president of 
the Investment Bankers’ Association of 
America, have accepted invitations to 
speak at the meeting. Other speakers 
will be Winthrop L. Carter, president 
of the New England Council, Philip 
Cabot, professor of public-utility 
management at the Harvard graduate 
school of business administration, and 
George O. May, of New York, chairman 
of the Institu te’s special committee on 
development of accounting principles. 
The subjects of these addresses are 
listed in the complete program of the 
meeting, printed elsewhere in this B ul­
letin. There will be no discussion of 
these addresses on the floor of the meet­
ing, but ample opportunity for the in­
terchange of ideas on subjects of vital 
interest to practising accountants will 
be provided at the round-table sessions, 
described in the August issue of the 
Bulletin. The complete program of dis­
cussion leaders and topics is also printed 
in this B ulletin.
R e g is t r a t io n  F e e
The committee on meetings has fixed 
the registration fee at $8 for men and 
$6 for ladies. This will cover the an­
nual banquet, the dinner dance, the 
luncheon for men on Tuesday and all 
entertainment which will be provided 
for the ladies.
I n v it a t io n s  to  S t u d e n t s  of  
A c c o u n t a n c y
Invitations to attend the open ses­
sions of the annual meeting have been 
extended to members of the faculty and 
students of accountancy at the following 
schools in the vicinity of Boston: H ar­
vard graduate school of business ad­
ministration, Boston university college 
of business administration, Bentley 
school of accounting and finance, North­
eastern university school of commerce 
and finance, Massachusetts Institute of 
Technology and Brown university.
G o l f  a n d  T e n n i s
Competition for the Missouri golf 
trophy, presented to the Institute in 
1925 by the Missouri Society of Certi­
fied Public Accountants and awarded 
each year to the winning team of four 
representing a state society or a chapter 
of the Institute, will be held at the 
Charles River country club, Newton 
Centre, on Wednesday, October 16th.
Entries should be mailed before Octo­
ber 1st to Richard D. Seamans, 84 State 
street, Boston, chairman of the golf 
committee, and should be accompanied 
by $3.00, which will cover the greens 
fee, but not the cost of luncheon.
The rules which govern competition 
for the golf trophy are printed else­
where in this Bulletin.
I t has been found impracticable to 
arrange for formal competition for the 
Missouri tennis trophy. Tennis courts, 
however, will be available for those who 
wish to play, and should there be suffi­
cient interest, an informal tournament 
may be arranged.
E n t e r t a i n m e n t
In  addition to the annual banquet, 
there will be a reception for the mem­
bers and ladies on the evening of Mon­
day, October 14th, a luncheon for mem­
bers at noon on Tuesday and a dinner 
dance on the evening of that day. 
Tours to places of historical interest and 
other entertainment have been planned 
for the ladies.
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T r a n s p o r t a t io n
The committee on meetings wishes 
again to call attention to the arrange­
ments which have been made with the 
passenger associations of the country 
for transportation to and from the an­
nual meeting under the identification- 
certificate plan. The reduced fares (re- 
turn-trip tickets for one and one-third 
the regular one-way fare) are available 
only to members and members of their 
immediate families and may be pur­
chased only upon presentation of a 
properly endorsed identification certifi­
cate. These certificates can be obtained 
only from the secretary of the Institute 
and all members planning to travel to 
Boston under this plan are urged to 
make request for certificates as soon as 
possible. Information regarding the 
time of sale of tickets and other mat­
ters has been given the members by the 
committee on meetings. Additional in­
formation can be obtained from local 
ticket agents or from the secretary of 
the Institute.
C o m m it t e e s
The Massachusetts Society of Certi­
fied Public Accountants, through com­
mittees appointed for the purpose, has 
taken an active part in preparing for 
the annual meeting. Following are the 
chairmen of the arrangement commit­
tees: budget and finance, Stanley G. H. 
F itch ; attendance and registration, 
Anthony Jaureguy; publicity, Earle M. 
French; banquet and luncheons, Don­
ald P. P erry ; reception and entertain­
ment, Harold A. Mock; business ses­
sions, Percy M. Hendrie; round-table 
discussions, J . Chester Crandell, and 
golf and tennis, Richard D. Seamans.
Mrs. R. D. Seamans is chairman of 
the ladies’ committee.
The Institu te’s committee on meetings 
consists of the following: Homer N. 
Sweet, chairman, Charles F. Ritten- 
house and Mr. Seamans.
The Institu te’s committee on creden­
tials is as follows: James Willing, 
chairman, Schuyler Dillon and Earle 
M. French.
ELIJAH WATT SELLS SCHOLARSHIP 
PRIZE
The board of examiners has awarded 
the Elijah W att Sells scholarship prize 
for the candidate receiving the highest 
grades in the Institu te’s examinations 
to Theodore G. Anderson, 914 Russ 
building, San Francisco.
Mr. Anderson wrote the Institu te’s 
examinations before the California state 
board of accountancy in May, 1935, and 
received the highest grade of all candi­
dates during the fiscal year 1934-1935. 
The Sells prize, which is awarded an­
nually, consists of $50 derived from the 
income of a fund established by the 
council of the Institute in honor of the 
late Elijah W att Sells.
NOMINATIONS
The report of the committee on 
nominations of the American Institute 
of Accountants has been sent to all 
members with the official call for the an­
nual meeting to be held at Boston, Oc­
tober 14th to 17th.
The committee recommends the elec­
tion of the following members to the re­
spective offices.
P r e s id e n t  :
Robert H. Montgomery, New York. 
V ic e - P r e s id e n t s  :
Norman L. McLaren, California. 
William B. Franke, New York. 
T r e a s u r e r :
A rthur W. Teele, New York.
C o u n c il  fo r  F iv e  Y e a r s  :
A rthur H. Carter, New York.
P. W. R. Glover, New York.
J. E. Hutchinson, Jr., Texas.
Wayne Kendrick, District of Colum­
bia.
William A. Paton, Michigan.
Maurice Peloubet, New Jersey.
C. Oliver Wellington, New York. 
C o u n c il  fo r  O n e  Y e a r : 
Edwin H. Wagner, Missouri. 
A u d it o r s  :
W arren W. Nissley, New York.
R. G. Rankin, New York.
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COMPLETE PROGRAM OF ANNUAL MEETING
B o s to n , O ct. 14-17, 1935
Monday, October 14th
All day. Registration.
10:00 A. M. Meeting of council (executive 
session).
8 :30 P. M. Reception for members and 
ladies.
Tuesday, October 15th
9:30 A. M. General session (George A r­
mistead, president of the In ­
stitute, will preside).
Invocation.
Welcome to representatives of 
foreign societies.
President’s address.
Annual reports.
10:45 A. M. Address: “Industrial manage­
ment and accounting,” by 
W inthrop L. Carter, presi­
dent of the New England 
Council.
12:00 Noon. Address: “Government and 
business,” by Philip Cabot, 
professor of public utility 
management, Harvard grad­
uate school of business ad­
ministration.
1 :00 P. M. Luncheon for men.
2:30 P. M. Address: “Present-day prob­
lems affecting the presenta­
tion and interpretation of 
financial statements,” by Ar­
thur Andersen, of Chicago.
3 :00 P. M. Business session (executive ses­
sion, open only to members 
and associates of the Insti­
tute).
7:30 P. M. Dinner dance.
Wednesday, October 16th
All day. Golf and tennis tournaments.
Round-table discussions.
8 :00 P. M. Meeting o f representatives of 
state accountancy boards 
(open session; Maurice E. 
Peloubet, chairman, Ameri­
can Institute of Accountants’ 
board of examiners, will pre­
side).
Address: “The nature of C. 
P. A. examinations and 
methods of preparation 
therefor,” by Roy B. Kester, 
professor of accounting, Co­
lumbia university, and chair­
man of the Institute’s com­
mittee on education.
Discussion by:
Horace P. Griffith, of the 
Pennsylvania state board 
for the examination of 
public accountants. 
Norman E. Webster, of the 
New York state board of 
C. P. A. examiners. 
Charles F. Rittenhouse, of 
the Massachusetts board of 
registration of certified 
public accountants. 
Frederick B. Andrews, of 
the Institute’s board of 
examiners.
Thursday, October 17th
9:30 A. M. General session.
Election of officers.
Selection of 1936 meeting 
place.
Other business.
10:30 A. M. Round-table discussions.
12:00 Noon. A ddress: “Practical effects of 
the securities act,” by Ralph 
T. Crane, president of the 
Investment Bankers Associ­
ation of America.
2:30 P. M. Address: “The influence of ac­
counting on development of 
the national economy,” by 
George O. May, of New 
York, chairman of the Insti­
tute’s special committee on 
development of accounting 
principles.
3 :30 P. M. Meeting of council (executive 
session).
7 :30 P. M. Annual banquet
Address by Dr. Arthur L. Kin- 
solving, rector of Trinity 
Church, Boston.
10:00 P. M. Dancing.
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PROGRAM OF ROUND-TABLE DISCUSSIONS
W ednesday , October 16t h  
9:30 A. M.-11 :00 A. M.
FEDERAL REVENUE ACT OF 1935
Leader: J. A. Phillips, Texas.
Graduated corporation tax rate—a new prin­
ciple.
Taxing of ten per cent. of dividends received 
by corporations at regular corporation 
rates.
Deductibility of charitable contributions by 
corporations.
Capital-stock tax increase with allowance of 
new declared value.
New excess-profits-tax rate with new rela­
tionship to declared value of capital stock.
No gain or loss to corporation on liquidation 
of controlled subsidiaries.
Changes in estate and gift tax provisions.
INVENTORY CONTROLS IN MANUFAC­
TURING BUSINESSES
Leader: James O. McKensey, Illinois. 
(Topics to be announced later.)
11:00 A. M.-12:30 P. M.
ORGANIZATION AND ADMINISTRA­
TION OF THE PUBLIC ACCOUNT­
ANT’S OFFICE
Leader: Berl G. Graham, Ohio.
Personnel development and utilization.
Selection of juniors.
Preliminary office training of juniors: 
proofreading, filing service reports, per­
sonal and estate bookkeeping, compila­
tion of statistics.
Monthly schedules of proposed staff activ­
ities: interim work on audits, natural 
business year, use of non-chargeable 
time.
Compensation plans.
Equipment and Methods.
Physical plan of office.
Library and reference services.
Office methods: filing systems, time re­
ports and bookkeeping, audit work pa­
pers.
VALUATION OF OWNERSHIP 
INTERESTS IN GOING BUSINESSES
Leader: Ernest E. Wooden, Maryland.
Earning capacity.
Extraordinary or non-recurring gains or 
losses.
Earnings in periods of most favorable or 
unfavorable trade conditions.
Changes in accounting policy.
Sufficiency of working capital.
Valuation of accounts receivable—trades.
Valuation of securities not having a listed 
market value.
Valuation of plant items.
Reserves for contingencies.
Valuation of ownership where there is more 
than one class of stock outstanding.
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2:00 P. M.-3:30 P. M.
PLANT ACCOUNTS AND DEPRECIA­
TION POLICIES
Leader: David B. Galloway, Massachusetts. 
Constituents of plant accounts.
Inventories of fixed assets.
Bases of valuation.
Definition of depreciation.
Purpose of depreciation charge.
Different methods of providing for depreci­
ation.
Charges to depreciation reserve.
EARNED SURPLUS, CAPITAL SURPLUS 
AND NO-PAR STOCK
Leader: George E. Frazer, Illinois.
Treatment of stock dividends.
To what surplus are cash dividends charge­
able?
Losses or gains on transactions in company’s 
own capital stock.
Deficit from operations succeeded in later 
period by net profits.
Unamortized discount and call premium on 
bonds redeemed by refunding issue.
Bond discount written off earlier than as re­
quired under any periodic amortization 
plan.
Reserves for sinking funds and contingen­
cies.
3:30 P. M.-5:00 P. M.
RETAIL STORE ACCOUNTING AS 
AID TO MANAGEMENT
Leader: J. P. Friedman, New York. 
Retail inventories.
Uniform expense classification.
General accounting problems.
Reports to executives.
AUDIT REPORTS
Leader: Lincoln G. Kelly, Utah.
Scope and nature of examination.
Methods of accounting and bases of valua­
tion.
Arrangement of subject-matter.
Reporting to (a) stockholders, (b) directors,
(c) creditors, (d) business executives.
Recent developments in accounting practice 
given recognition in the preparation of 
audit reports.
Limitations with respect to uniform pro­
cedure in the preparation of reports as to 
balance-sheets and as to income state­
ments.
Desirability of uniformity with respect to 
items included under the various headings 
or captions in statements presented in 
audit reports.
The amplified balance-sheet in audit reports.
The income statement in audit reports as an 
indication of earning capacity.
Constructive and critical comments.
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T hursday, O ctober 1 7 th  
10:30 A. M.-12:00 P. M.
AUDIT CERTIFICATES
Leader: James Willing, Massachusetts.
Analysis of suggested form of accountants’ 
certificate recommended by the special 
committee on cooperation with stock ex­
changes.
Limitations on use of a uniform certificate.
Requirements under federal and state stat­
utes.
Special certificates for special purposes.
Accountant’s liability to clients: (a) for 
negligence, (b) scope of employment as 
affecting liability to client, (c) damages.
Accountant’s liability to third parties: (a) 
for negligence, (b) for gross negligence 
or fraud, (c) damages.
DETAILED AUDITS AND FRAUD 
DETECTION
Leader: William D. Cranstoun, New York.
Internal organization and control.
Audit of payments for goods.
Payrolls.
Accounting for sales.
Verification of credits to customers.
Manipulation of cash.
Theft of merchandise.
ACCOUNTING REQUIREMENTS FOR 
FEDERAL REGISTRATION OF 
SECURITIES
Leader: C. O. Wellington, New York. 
Requirements for different types of busi­
ness.
Form of accountants’ certificates.
Use of footnotes on financial statements. 
Statements as to bases of valuation and 
technical disclaimers.
Confidential information.
Importance of working papers.
Use of indemnity agreements or letters.
FEDERAL TAX PROBLEMS OF PARENT 
AND CONTROLLED CORPORATIONS
Leader: Norman L. McLaren, California. 
Management of intercompany profits. 
Intercompany dividends and interest. 
Intercompany service-charges. 
Reorganizations because of changes in tax 
laws.
Unreasonable accumulation of surplus.
ACCOUNTANT DISCIPLINED FOR MECHANIZING GOVERNMENTAL 
MISCONDUCT BEFORE S. E. C. ACCOUNTS
The attention of the Institute has 
been called to what is believed to be the 
first case in which a public accountant 
has been disciplined by his professional 
organization for misconduct in the prep­
aration of financial statements under 
the regulations of the securities and ex­
change commission. At a recent special 
meeting of the directors of a state so­
ciety of certified public accountants, a 
member was ordered to be indefinitely 
suspended for the manner in which he 
had prepared and certified financial 
statements which appeared in an appli­
cation to the commission.
A twenty-one page pamphlet entitled 
M odernized Tax Accounting  has been 
published for free distribution by the 
office of the county auditor of Cuyahoga 
County, Ohio. The pamphlet is an ex­
pansion of the material presented in the 
Journal of Accountancy for August,
1935, by Clark L. Simpson, under the 
title, “ Mechanizing Governmental Ac­
counts.”  The pamphlet, which was 
prepared by Charles B. Ryan, account­
ant in charge of efficiency for the office 
of the county auditor, may be obtained 
by request from Clark L. Simpson, 
Room 17, Courthouse, Cleveland, Ohio.
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SIR JAMES MARTIN
The death of Sir James Martin, for­
mer president and for many years sec­
retary of the Society of Incorporated 
Accountants and Auditors, occurred on 
August 21st during a holiday at Lland­
rindod Wells, Radnorshire, Wales. Sir 
James is remembered by American ac­
countants as a delegate to the F irst In ­
ternational Congress on Accounting at 
St. Louis in 1904. He was also vice- 
president of the Fourth International 
Congress at London in 1933.
Sir  James was appointed secretary of 
the Society of Incorporated Accountants 
and Auditors shortly after its founding 
and retained that post until after the 
world war. He was elected president of 
the society in 1922 and served as presi­
dent during the society’s recent fiftieth 
anniversary celebrations.
Sir James, who received his knight­
hood in 1919, was a prominent figure in 
English financial and industrial circles. 
He served as president of the London 
chamber of commerce and as chairman 
of its council. In  1917 he was director 
of contract costing under the ministry 
of munitions.
CHRISTIAN P. LEE
Christian P. Lee, a member of the In ­
stitute since 1923, died at his home in 
Phoenix, Ariz., during August, after a 
year’s illness. He was 64 years of age.
Mr. Lee was a certified public ac­
countant of Arizona and California. He 
has been in public practice on his own 
account since 1910. At the time of his 
death he was a partner in the firm of 
Lee & Garrett. He was a native of Nor­
way but had been a citizen of this coun­
try  for many years.
WILLIAM TOPPER
William Topper, a charter member of 
the Institute, died on June 16th at New 
York, where he had long been a resi­
dent. Mr. Topper practised on his own 
account.
POSSIBILITY OF ONE NATIONAL 
ACCOUNTANCY ORGANIZATION
The membership of the Institute is 
undoubtedly aware, in a general way, 
that during the past two years there has 
been a good deal of discussion of the 
possibility of uniting the American In ­
stitute of Accountants and the Amer­
ican Society of Certified Public Ac­
countants, in order that there might be 
only one national accountancy organiza­
tion for accredited professional ac­
countants in this country. In  the past 
year, particularly, there has been active 
consideration of this subject. I t  has 
been thought best, however, to defer de­
tailed reports to the membership until 
something tangible could be presented 
for discussion. At this time the pro­
ceedings have reached a stage at which 
the president of the Institute believes 
that all members and associates should 
be fully informed of the facts, and that 
they may properly look to the head­
quarters of the Institute for an authori­
tative statement on the matter.
Since definite proposals may soon 
come before the council of the Institute 
for consideration, the following sum­
mary of events leading up to these pro­
posals is published for the information 
of the membership:
Suggestions that the American Insti­
tute and the American Society should 
be united have been brought forward 
almost continually during the past 
twelve years. In  1924, committees of 
the two organizations were appointed to 
consider the matter and met to discuss 
the possibility of unification. Follow­
ing the negotiations it was concluded 
that amalgamation was impracticable at 
that time but that cooperation between 
the two organizations in some activities 
was desirable and entirely possible. The 
Institute B ulletin  of April 18, 1925, 
contains a complete report of those dis­
cussions.
During the next six or seven years no 
formal proposals were submitted to the 
Institute for consideration, but prac­
titioners in various parts of the country 
frequently expressed their individual 
convictions that something should be 
done to bring about a single national
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organization. In  December, 1932, the 
directors of the New York State Society 
of Certified Public Accountants adopted 
a resolution expressing the opinion that 
the profession would be best served by 
one national organization and asking co­
operation of all state societies in consid­
eration of ways and means through 
which the desired result might be 
brought about. The then president of 
the American Institute of Accountants, 
in a circular letter dated January 13,
1933, advised all members of the action 
of the New York State Society. He in­
dicated that the problem was not a 
simple one and that a number of serious 
questions would be involved, but as­
sured the membership that the Institute 
would give careful and sympathetic con­
sideration to any specific plan which 
might be submitted.
At a meeting of council of the Insti­
tute, October 16, 1933, the subject was 
discussed at great length, with a con­
clusion, strongly voiced, that the Insti­
tute would by no means ever wish to 
close the door to any new proposals or 
a renewal of any old proposals, the con­
sideration of which might conceivably 
be to the advantage of accountancy as a 
whole. Since it had been reported that 
the American Society of Certified Pub­
lic Accountants shortly before had au­
thorized appointment of a committee to 
consider the possibility of one national 
organization, the Institu te’s council 
authorized its president to appoint a 
special committee to consider the mat­
ter of amalgamation or co-operation 
with other bodies of accountants and to 
report to the executive committee.
A committee entitled the “ special 
committee on cooperation with other 
organizations” was appointed, and im­
mediately began consideration of the 
subject before it. Soon after its ap­
pointment this committee communicated 
with the American Society and in­
dicated willingness to meet with repre­
sentatives of the Society and discuss 
whatever suggestions might be offered 
as a solution of the problem. In the 
meantime the Institu te’s special com­
mittee gathered historical and statistical 
data bearing on the development of the 
American Association of Public Ac­
countants and the reasons for the organ­
ization of its successor, the American 
Institute of Accountants. The forms of 
government and procedure, as reflected 
by the by-laws of the American Insti­
tute of Accountants and the constitu­
tion and by-laws of the American So­
ciety of Certified Public Accountants, 
were studied and compared. The activi­
ties of the two organizations were tabu­
lated for comparative purposes and a 
statistical comparison of the member­
ship of both groups, showing the dis­
tribution by states, the number of prin­
cipals and staff employees in each and 
similar information was prepared. The 
structure of other professional organiza­
tions such as the American Bar Asso­
ciation and the American Medical So­
ciety was also analyzed.
Prior to the meeting of council of the 
Institute on October 15, 1934, the Insti­
tu te ’s special committee reported its ac­
tivities to the executive committee and 
the information was transmitted to the 
council. In  the fall of 1934 the Amer­
ican Society of Certified Public Ac­
countants’ special committee on one na­
tional organization indicated that it was 
ready to meet with the Institu te’s spe­
cial committee to discuss the whole ques­
tion. The meeting took place on Novem­
ber 19, 1934, and occupied the entire 
day. At the conclusion of the session 
the two committees were in agreement 
on the following general points:
1—That a single national organization to 
represent accredited members of the pro­
fession was desirable
2—That, if such an organization existed, 
membership should be selective, not auto­
matic, and that admission should be by 
voluntary, individual application.
3—Possession of a certified public account­
ant certificate, subject to character, 
waiver and similar consideration, should 
be considered as basic evidence of eligi­
bility for membership—that is, the or­
ganization should be designed to include 
all reputable and qualified certified pub­
lic accountants.
4—Membership in a state society should not 
be required as prerequisite to admission 
to the national organization
5—All members in good standing in both
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existing organizations would have to be 
admitted to amalgamated group
6—Some provision should be made for close 
working cooperation between state socie­
ties and national organization, possibly 
through creation of an advisory council of 
state society presidents to meet on occa­
sion with the governing body of the na­
tional group
I t was suggested that sub-committees 
of the two groups should arrange subse­
quent meetings and endeavor to work 
out a specific plan for unification of the 
two national organizations, embodying 
the fundamental principles upon which 
agreement had already been reached. 
This suggestion was carried out.
At later meetings of the sub-commit­
tees a plan was developed which would 
give effect to the objectives agreed upon 
at the original meeting. This plan took 
the form of amendments to the present 
by-laws of the American Institute of 
Accountants. The plan was submitted 
to the Institu te’s executive committee 
in conjunction with a complete report 
of the activities of the special commit­
tee, under date of March 12, 1935. The 
executive committee studied the matter 
at several special meetings and reported 
its conclusions to the council at the 
meeting of that body held on April 8,
1935.
In  the meantime, on April 6th, a 
quorum of the full committee represent­
ing each national organization met at 
New York to review the work which the 
two sub-committees had done. At this 
meeting the committees agreed on the 
following points:
(1) In view of legal difficulties involved in 
the creation of a new organization, the 
American Society’s committee would 
recommend that the corporate structure 
of the Institute be continued as the 
structure of a single national organiza­
tion if  certain suggested revisions of the 
by-laws were adopted.
(2) The name “American Institute of Ac­
countants” should remain unchanged.
(3) The experience requirements for admis­
sion, as set forth in the plan drawn by 
the two sub-committees (modifying ex­
isting Institute requirements slightly, 
chiefly by reduction of the practice re­
quirement for associateship from three 
to two years) were not objectionable.
(4 ) Dues should remain at the rates now 
provided by the Institute.
(5) Provision for an advisory council of 
state society presidents was highly de­
sirable and was a vital part of the plan.
(6) Future exclusion of all applicants ex­
cept those possessing C. P. A. certifi­
cates was necessary to accomplish unifi­
cation of the existing organizations.
These conclusions were also reported 
to the council of the Institute at its 
meeting on April 8th.
The council devoted the greater part 
of the day to discussion of this subject 
and eventually voiced general approval 
of the work done by the special commit­
tee on cooperation with other organiza­
tions; approved in principle the idea of 
finding, if possible, a workable basis for 
unification of the two national organiza­
tions, and referred back for the joint 
consideration of the executive commit­
tee and the special committee on co­
operation with other organizations the 
specific plan which had been considered.
On April 18th the executive commit­
tee and the special committee met 
jointly and reached an agreement on 
the fundamental points embodied in the 
specific plan worked out by the commit­
tees representing the two national ac­
counting organizations. The funda­
mental points agreed upon at that time 
were understood to be essentially the 
major items of the plan on which the 
two committees representing the Amer­
ican Institute and the American So­
ciety had agreed, and were in accord 
with the general principles expressed as 
the objectives of the two committees 
after their first meeting. The conclu­
sions of the executive committee and the 
special committee at the joint meeting 
on April 18, 1935, may be summarized 
as follows:
(1) In the light of an opinion by counsel it 
appeared to be impossible for the In­
stitute to turn over its assets to any 
new organization. Therefore any 
plan for unifying the present na­
tional organizations must be based on 
the premise that the Institute would 
be continued in its present form with
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provision for admission of members 
of the American Society.
(2) The executive committee of the Institute
expressed its willingness to recom­
mend to council a plan for unifica­
tion of the Institute and the Society 
by providing for admission to the In­
stitute of all members of the Society 
in good standing certified as such by 
the president and secretary of the So­
ciety, without examination or other 
test of eligibility.
It was understood that this action 
would be contingent upon an agree­
ment by the American Society of Cer­
tified Public Accountants to dissolve 
its organization upon completion of 
a mutually acceptable plan.
(3) As part of the plan for unification of
the two organizations the executive 
committee was prepared to suggest an 
amendment to the by-laws providing 
that after a date to be agreed upon 
all applicants for membership in the 
Institute should be required to pos­
sess a certified public accountant cer­
tificate.
(4) The executive committee agreed to rec­
ommend as a part of the plan crea­
tion of an advisory council composed 
of presidents of state societies of cer­
tified public accountants to be con­
vened at least once a year for the 
purpose of hearing reports referred 
to it by the council of the Institute or 
presenting recommendations to the 
council of the Institute or discussing 
matters of interest to the profession.
(5 ) It was also agreed to suggest to the
council consideration of an amend­
ment of the by-laws of the Institute 
whereby the experience requirement 
for applicants for associateship in 
the Institute would be reduced to two 
years.
These conclusions were communicated 
to the American Society of Certified 
Public Accountants and subsequently 
the Institute was advised that the direc­
tors of the Society had voted on the 
basic principles underlying the plan 
outlined by the Institu te’s executive 
committee and without dissenting vote 
had agreed upon the following funda­
mental points:
In the conferences between the committees 
of the two national bodies there has been a 
unanimous meeting of the minds on three 
points. First, that a single national organ­
ization would be to the interest of the pro­
fession. Second, that future membership 
therein should be confined to C. P. A.’s, al­
though provision should be made for all 
members in good standing in either Institute 
or Society to be taken over, the details with 
reference to adjustments to be worked out 
later. Third, that such recognition of the 
state society should be made as would fore­
stall the organization of a second national 
group at some future time.
This advice was received under date 
of July  22nd.
Late in July  the New York State So­
ciety of Certified Public Accountants 
called a meeting of presidents or duly 
designated representatives of the state 
societies of certified public accountants 
at Atlantic City, August 23rd. I t  was 
stated by the presiding officer at this 
meeting that the purpose of the confer­
ence was to secure an expression of 
opinion from state society representa­
tives to the end that there might be 
reasonable assurance that any basis of 
merger adopted or recommended would 
be acceptable to the greater proportion 
of the members of the two existing na­
tional accounting organizations.
At that meeting the president and 
secretary of the American Institute of 
Accountants were present by invitation, 
as well as the chairman of the special 
committee on co-operation with other 
organizations. The president and secre­
tary  of the American Society and the 
chairman of its special committee on 
one national organization were likewise 
present.
The chairman of the Institu te’s spe­
cial committee and the chairman of the 
Society’s special committee presented 
to the meeting the major provisions of 
the plan worked out by the two commit­
tees, as accepted by the executive com­
mittee of the Institute, the basic princi­
ples of which had received the endorse­
ment of the directors of the American 
Society.
The assembled presidents of state so­
cieties expressed their opinion that one
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national accounting organization would 
be to the best interests of the members 
of the profession. They also expressed 
the view that the suggested plan for a 
merger of the two existing national or­
ganizations be approved in principle, 
but that each of the several points in­
volved be discussed and be voted upon 
separately.
A resolution of the directors of the 
American Society, who had not yet ex­
pressed themselves on the specific fea­
tures of the plan agreed upon by the 
executive committee of the Institute, was 
presented to the state society represent­
atives, the principal features of which 
were suggestions that the name of the 
single national organization, if such an 
organization was to be, should include 
the designation “ Certified Public Ac­
countants,"  and that the method of elec­
tion of the governing body of the organ­
ization should be based on sectional rep­
resentation.
I t  was explained by the chairman of 
the Institu te’s committee that because 
of endowment funds and other property 
rights competent counsel had advised 
the Institute that its assets could not be 
legally transferred to a new organiza­
tion and that it would therefore be nec­
essary to continue the existing corpora­
tion known as the American Institute of 
Accountants as the corporate vehicle by 
which a merger might be accomplished.
The assembled representatives of the 
state societies expressed the opinion that 
the name of the resulting organization 
should be “ The American Institute of 
Certified Public Accountants” with the 
thought that the suggestion as to the 
change in name should be submitted to 
the members of the organization after 
the merger.
After extended discussion of the other 
points involved in the plan which had 
been presented, the state societies’ repre­
sentatives expressed their views through 
appropriate resolutions which are quoted 
verbatim as follows:
(a) That the membership of the American 
Society be merged with the membership 
of the American Institute, and that the 
members of the American Society be
admitted to membership in the resulting 
single national organization upon certifi­
cation by the president and secretary 
of the Society as to members in good 
standing.
(b) That after the merger none but certified 
public accountants be admitted to mem­
bership in the resulting single national 
organization.
(c) That there be recommended to the re­
sulting single national organization the 
early adoption of a provision in its by­
laws, which will provide for the election 
of members of the council by districts 
and by the members resident in the dis­
trict.
(d) That the by-laws of the proposed na­
tional organization provide for an ad­
visory council to be composed of the 
presidents (or duly authorized repre­
sentatives in case the president may not 
be eligible or able to serve) of state so­
cieties to consider such questions as may 
be referred to it by the governing body 
and to initiate and recommend such ac­
tion on the part of the governing body 
as may be proper.
(e) That the proposed national accounting 
organization should maintain an office 
in Washington, D. C.
I t  was decided that the views of the 
conference be reported to the two na­
tional organizations and to all the state 
societies, in the hope that the various 
state societies would find it possible to 
consider the matter and advise the na­
tional organizations of their conclusions 
prior to the annual meetings of the na­
tional organizations, and the hope was 
expressed that they would take such ac­
tion as might be necessary at the time 
of the annual meetings.
As this B ulletin  goes to press the mat­
ter rests at this point. I t  should be 
clearly understood that so far as the In ­
stitute is concerned, no final action 
could be taken without a vote of the 
membership. While the council will 
doubtless give further consideration to 
the subject at its meeting on October 
14th, its deliberations can result only in 
a decision to recommend, or not to rec­
ommend, a specific course of action to 
the membership.
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INSTITUTE REPRESENTED AT MEETINGS 
OF OTHER BODIES
T e n n e s s e e
The Institute was represented by its 
president, George Armistead, of Hous­
ton, at the annual meeting of the Ten­
nessee Society of Certified Public Ac­
countants, held on August 30th and 
31st at the Gayosa hotel, Memphis.
The meeting opened with Hilary H. 
Osborne, president, presiding, and the 
Reverend I. H. Noe, dean of St. M ary’s 
Cathedral, pronounced the invocation. 
The delegates were welcomed by Con­
gressman Walker Chandler, and B. A. 
Timmons, of Knoxville, responded.
Mr. Armistead then made his address. 
He traced the development of account­
ing from the early Italian treatise of 
Luca Paciolo to its present professional 
standing. He dwelt on the organization 
of the professional societies of England, 
Scotland and the United States and 
their influence.
Other addresses on the first day of 
the meeting were by Joseph L. Kennedy, 
manager of the Memphis clearing house 
association, and W. H. Eagle, assistant 
attorney general of Tennessee and at­
torney of the state board of accountants. 
On the following day Robert H. Mc­
Nair, chief accountant of the works 
progress administration in that section, 
and D. W. Springer, secretary of the 
American Society of Certified Public 
Accountants, spoke. Officers elected at 
this session will be announced in a later 
B ulletin.
C a n a d a
The Institute was represented at the 
thirty-third annual meeting of the 
Dominion Association of Chartered Ac­
countants, held September 4th to 6th, 
by James S. Matteson, of Duluth. The 
headquarters of the meeting were at the 
Fort Garry hotel, Winnipeg. J . Gray 
Mundie, president of the association, 
presided. Details of this meeting will 
be published in a later B ulletin . An in­
vitation has been extended to the officers 
and members of the Dominion Associa­
tion to attend the annual meeting of the 
Institute at Boston, and the response in­
dicates that Canadian accountancy will 
be well represented there.
VISIT OF GERMAN ACCOUNTANTS 
PLANNED
Plans have been made to entertain a 
group of approximately twenty-five 
visiting German accountants at the offi­
ces of the Institute on September 27th.
The visiting accountants are mem­
bers of the Institut der W irtschaftsprü- 
fer, national organization of public ac­
countants in Germany. On the after­
noon of September 27th they will be re­
ceived at the Institute and addressed by 
representatives of this organization.
Members of the Institute wishing to 
attend the meeting should notify the 
secretary so that necessary arrangements 
can be made.
STATE LEGISLATION
As this B ulletin  goes to press, it is re­
ported that Wisconsin assembly bill 820, 
a two-class restrictive bill which was 
passed by the assembly on July  16th, 
was passed by the senate on September 
3rd. It has not yet been approved by 
the governor.
RULES FOR MISSOURI GOLF 
TROPHY
The special feature of this tournament 
will be contests between teams of four 
players for the trophy presented by the 
Missouri State Society to be known as 
the “ Missouri golf trophy.”  The con­
test is open to teams from the various 
state chapters (or societies, if there is 
no chapter in the state). The four team 
players must be members of the chapter 
or society which they represent.
The team matches will be played on 
Monday; medal p lay ; eighteen holes. 
Players with substantially the same 
handicaps (club or state) will play to­
gether and the trophy will be won by 
the team having the lowest gross score 
(i. e. total of the four gross scores of its 
players).
The trophy will be held for a year by 
the winning chapter or society team. 
Players must play through the eighteen 
holes. Scores must be kept by opponents 
in each instance.
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CO-OPERATION WITH BANKERS
The Institute has received a copy of 
the annual report of the joint committee 
of Robert Morris Associates and the 
Maryland Association of Certified Pub­
lic Accountants, including questions 
which arose in discussion at the monthly 
meetings of the committee and answers 
agreed upon by the committee. Among 
these are the following:
“Are a profit-and-loss statement and a 
surplus analysis necessary for the proper 
consideration of financial condition?
“Yes. The banker, even though he may 
have a balance-sheet, cannot obtain a clear 
picture of the progress of the customer’s 
business unless he has the profit-and-loss 
statement and the surplus analysis. The 
balance-sheet might show a good position 
while the business is losing money and is 
definitely headed to disaster.
“What is the danger of accepting a con­
densed balance-sheet?
“It is always dangerous to accept con­
densed balance-sheets. The banker does not 
have sufficient information with which 
clearly to understand the true financial con­
dition of the client.
“What responsibility does the accountant 
assume in establishing reserves?
“Reserves for leasehold improvements— 
amortize over life of lease.
“No reserve for fee-simple improvements, 
as they should be capitalized.
“Patents—depreciated over a period of 
seventeen years.
“Accounts and notes receivable—the ac­
counts should be aged and a reserve should 
be established by taking into consideration 
the history of the company and industry as 
to possible losses.
“Fixed assets—a specific percentage 
should be established each year, depending 
upon the nature of the asset.
“The accountant should carefully analyze 
the business and state in his report that ade­
quate reserves have been established to cover 
any possible losses through legal suits, in­
come taxes of previous years, etc. It is sug­
gested that the banker always look for re­
serve for bad debts. I f  such a reserve is not 
found, the banker should make inquiries.
“What does the banker expect of the ac­
countant with reference to verification of in­
ventories?
“The banker will expect the accountant to 
make reasonable tests as to price, quantities, 
etc., provided he so qualifies in his certifi­
cate. Of course, it is known that the banker 
takes into consideration the standing of the 
accountant preparing the report.
“R e so lv e d , that a qualification in account- 
ants’s certificates as to inventory should be 
the exception rather than the rule. It is de­
sirable that the client, banker and account­
ant have a conference before the audit so 
that the accountant may be given sufficient 
authority to examine the inventory to such 
an extent that an unqualified certificate may 
be given by him.
“To what extent should an accountant in­
vestigate instalment-accounts receivable, and 
how should they be classified on the balance- 
sheet?
“R e so lv e d , that the accountant should in­
vestigate twenty-five per cent. of the instal­
ment-accounts receivable as a reasonable test 
for the proper valuation of said accounts in 
order to establish a reserve, which should in­
clude an amount to provide for expense of 
collecting accounts. Such instalment-accounts 
receivable should be included in the current 
group, provided they are set out separately 
with the proper reserves clearly shown, but 
a footnote or explanatory note under the 
classification itself should show the estimated 
amount of collections based on past per­
formance, and be it further
“R e so lv e d , that the bankers and account­
ants co-operate so that the client will estab­
lish a proper and adequate system of ac­
counting to cover instalment-accounts receiv­
able.
“Possibility of developing the natural busi­
ness year.
“It is the opinion of this committee that it 
is extremely advantageous to develop the 
natural business year, for the accountant 
will be enabled to render a better statement, 
while the banker will obtain a clearer pic­
ture of the complete results of the business 
without need to allow for overlapping and 
misleading inventories, receivables and pay­
ables.”
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MEETINGS AND ELECTIONS
F lorida
Tampa
A Tampa chapter of the Florida Institute 
of Accountants was organized at a meeting 
of members of the state organization at 
Tampa on August 9th. All Tampa members 
of the Florida institute in good standing all 
eligible for membership in the chapter. 
Monthly meetings will be held.
Officers elected are: Joseph A. Sweeny, 
president; Russel Bogue, vice-president; 
Manuel A. Montenegro, secretary, and H u­
bert Foy, treasurer.
K a n sa s
A special meeting of the Kansas Society 
of Certified Public Accountants was held re­
cently at the Broadview hotel, Emporia, 
to consider questions relating to the new 
Kansas municipal accounting act, the edu­
cation and experience requirements of the 
state accountancy law and other matters.
Arnold A. Jones, Kansas state account­
ant, described the various provisions of the 
municipal accounting act and members of 
the society discussed problems of its admin­
istration.
After discussion of the education and ex­
perience requirements of the Kansas ac­
countancy law, the following resolution was 
adopted for transmission to the state board 
of administration, the state examining board 
and the committee of the University of Kan­
sas:
“R e so lv e d , that it is the consensus of 
opinion of the members of the Kansas Soci­
ety of Certified Public Accountants, assem­
bled in called meeting at Emporia, Kansas, 
that paragraph numbered five of the rules 
adopted by the board of administration for 
administering the certified public accountant 
law, dated March 15, 1927, remain un­
changed except as to educational require­
ments, and that paragraph numbered six be 
modified to require for admission to the ac­
countancy examination a certificate of grad­
uation from a college or university requir­
ing four years’ standard college work; said 
modified requirement to become effective on 
and after June 30, 1940.”
ANNOUNCEMENTS
Peat, Marwick, Mitchell & Co. announce 
the removal of their New York offices to 70 
Pine street.
John L. Daniel and Waldo Markland, of 
Tulsa, Okla., announce the formation of the 
partnership of Daniel & Markland, with of­
fices in the Beacon Life building, Tulsa.
Louis S. Goldberg, of Sioux City, Iowa, 
addressed members of the Sioux City K i­
wanis club on “The defense and distribution 
of property after death,” at a meeting on 
August 29th.
Frank W. Harris, Jr., of Philadelphia, is 
the author of an article entitled “Suggested 
changes in stockholders reports of building- 
and-loan associations,” which appeared in 
the Pennsylvania Bulletin, published by the 
Pennsylvania League of Building-and-loan 
Associations.
James O. McKinsey, of Chicago, ad­
dressed members of the National Commer­
cial Teachers Federation on “The relation­
ship between the accountant and the busi­
ness executive,” at a meeting at Philadel­
phia on December 12th.
Elon R. Sheldon, of St. Petersburg, Fla., 
is the author of an article entitled “The so­
cial security act,” which appeared in the St. 
Petersburg Independent on August 22nd.
C. Oliver Wellington, of New York, is the 
author of an article entitled “Beware the se­
cret price cut,” which appeared in the Au­
gust issue of Forbes Magazine.
William R. Winn, of Williamsport, Pa., 
addressed members of the Lycoming County 
Manufacturers Association on “The Penn­
sylvania corporate net-income tax,” at a 
meeting on August 20th.
Ernest S. Woolley, of New York, is the 
author of an article entitled “The duties of 
an accounting system,” which appeared in 
the September issue of Banking.
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AMERICAN INSTITUTE OF ACCOUNTANTS
ANNUAL MEETING
The nineteenth annual meeting of the 
American Institute of Accountants was 
held at the Copley-Plaza hotel, Boston, 
October 14-17, 1935. The following offi­
cers and members of council were elected 
on the last day of the meeting:
P resident  :
Robert H. Montgomery, New York
V ice-P residents  :
Norman L. McLaren, California 
William B. Franke, New York
Treasu rer :
Arthur W. Teele, New York
Co uncil  for F ive Y e a r s:
Arthur H. Carter, New York 
P. W. R. Glover, New York 
J. E. Hutchinson, Jr., Texas 
Wayne Kendrick, District of Columbia 
William A. Paton, Michigan 
Maurice E. Peloubet, New Jersey 
C. Oliver Wellington, New York
Council  for On e  Y e a r :
Charles F. Rittenhouse, Massachusetts 
George M. Thompson, California 
Edwin H. Wagner, Missouri
P r o c e e d i n g s
Monday, October 14th, was devoted 
largely to registration throughout the 
day and a meeting of the council of the 
Institute in executive session, beginning 
at 10 a . m . In  the evening there was a 
reception for members and their guests 
in the salon of the Copley-Plaza.
The first general session of the meet­
ing convened at 9 :30 a . m . on Tuesday, 
with George Armistead, of Houston, 
president of the Institute, presiding. 
The invocation was pronounced by the 
Rev. C. Leslie Glenn, rector of Christ 
Church, Cambridge. Homer N. Sweet, 
president of the Massachusetts Society 
of Certified Public Accountants and 
chairman of the Institu te’s committee on 
meetings, addressed a welcome to the
visitors. He announced that word had 
just been received of the death of H ar­
vey E. Guilfoyle, president of the Dom­
inion Association of Chartered Account­
ants, who had intended to be present at 
the meeting. A resolution expressing 
the Institu te’s sorrow at this news was 
adopted by the members present.
The president then delivered his ad­
dress and the annual reports of the audi­
tors and of the council were presented.
There were three addresses on this 
day. Philip Cabot, professor of public 
utility management at Harvard gradu­
ate school of business administration, 
spoke at 11 a . m . on “ Government and 
business.”  At noon Winthrop L. Carter, 
president of the New England Council, 
discussed “ Industrial management and 
accounting.”  After a luncheon for the 
men attending, there was an address 
on “ Present-day problems affecting the 
presentation and interpretation of finan­
cial statements,” by A rthur Andersen, 
of Chicago.
At 3 :30 p. m . there was an executive 
session for the consideration of matters 
of business, open only to members and 
associates of the Institute.
On Tuesday evening there was a din­
ner dance in the “ Salle Moderne” of 
the Hotel Statler.
Wednesday was devoted to round­
table discussions and to recreation. There 
were four sessions of these discussions, 
two groups meeting simultaneously at 
each session. Competition for the Mis­
souri golf trophy was held among teams 
representing state societies and chapters 
of the Institute at the Charles River 
country club, Newton Centre. The 
trophy was won by the team represent­
ing the Massachusetts Society of Certi­
fied Public Accountants. Those who de­
sired took advantage of the arrange­
ments made for tennis.
A meeting of representatives of state 
accountancy boards, with Maurice E. 
Peloubet, chairman of the Institu te’s 
board of examiners, presiding, was held 
on Wednesday evening. The address was 
made by Roy B. Kester, professor of ac­
counting at Columbia university and
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chairman of the Institu te’s committee 
on education. Professor Kester’s paper 
was discussed by Horace P. Griffith, 
chairman of the Pennsylvania state 
board for the examination of public ac­
countants, W alter N. Dean, secretary of 
the New York state board of C. P. A. 
examiners, Charles F. Rittenhouse, 
chairman of the Massachusetts board of 
registration of certified public account­
ants, and Frederick B. Andrews, of the 
Institu te’s board of examiners.
On Thursday the meeting again con­
vened in general session for the election 
of officers and other business. Dallas 
was selected as the 1936 meeting place. 
This was followed by simultaneous meet­
ings of four round-table-discussion 
groups.
At noon Ralph T. Crane, president of 
the Investment Bankers Association, 
made an address on “ Practical effects 
of the securities act.”  After luncheon 
George O. May, of New York, spoke on 
“ The influence of accounting on devel­
opment of the national economy.”
At 3 :30 there was a meeting of coun­
cil in executive session.
The annual banquet was held at 7 :30 
p. m. on Thursday in the ball room of 
the Copley-Plaza. Dr. A rthur L. Kin- 
solving, rector of Trinity Church, Bos­
ton, and H. Anthony Dyer, of Provi­
dence, were the speakers. After the 
banquet there was dancing.
EXAMINATIONS
The regular fall examinations of the 
American Institute of Accountants will 
be held on November 14th and 15th, and 
coöperating state accountancy boards 
will hold simultaneous sessions. Follow­
ing is the schedule of examinations:
Thursday, November 14, 1935
9 :00 A. M. to 12:30 P. M. Auditing.
1 :30 P. M. to 6 :30 P. M. Accounting theory 
and practice. Part I.
Friday, November 1 5 , 1935
9 :00 A. M. to 12 :30 P. M. Commercial law. 
1 :30 P. M. to 6 :30 P. M. Accounting theory 
and practice. Part II.
NORTHERN OHIO CHAPTER
A meeting of the Northern Ohio chap­
ter of the American Institute of Ac­
countants was held at the Chamber of 
Commerce Club, Cleveland, on the eve­
ning of October 7th. The attendance 
was restricted to members of the Insti­
tute and there was no speaker. Discus­
sion was principally of matters to be 
considered by the membership of the 
Institute at the annual meeting.
CONFERENCE ON FINANCE AND 
TAXATION
Members of the Institute took promi­
nent part in the conference on finance 
and taxation held October 9th and 10th 
at the Waldorf-Astoria hotel, New York, 
under the auspices of the American Man­
agement Association.
The conference opened with a session 
devoted to discussion of the federal se­
curities act. James M. Landis, chair­
man of the securities and exchange 
commission, spoke on “ The federal se­
curities act of 1933 as amended.” 
George O. May, chairman of the Insti­
tute ’s committee on cooperation with 
stock exchanges and of the committee 
on development of accounting principles, 
discussed this paper. Rodney F. Starkey, 
a member of the Institu te’s committee 
on cooperation with the securities and ex­
change commission, made an address on 
“ Special problems and responsibilities 
of the accountant under the new act.”  
His paper was discussed by Samuel J . 
Broad, member of the same committee 
of the Institute.
On the following day Robert H. 
Montgomery, since elected president of 
the Institute, discussed a paper entitled 
“ An appraisal of the orthodox principles 
of taxation and recent variations there­
from,"  read by Charles W. Gerstenberg, 
chairman of the board of Prentice-Hall, 
Inc.
Among the other speakers were Charles 
R. Gay, president of the New York 
stock exchange, Ralph T. Crane, presi­
dent of the Investment Bankers Asso­
ciation, and A. A. Berle, chamberlain of 
the city of New York.
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ELECTION OF MEMBERS
In the absence of protest, the presi­
dent has declared elected as members 
and associates, respectively, the follow­
ing candidates whose election was rec­
ommended by the board of examiners 
and approved by the council at its meet­
ing, October 14, 1935:
A dvanced to M em bership  
James Wesley Hunt, Columbia, S. C.
J. Harold Stewart, Boston
A dmitted  as M embers 
Lloyd A. Barnstead, New York 
Vilas D. Betts, Chicago 
William Blackie, Chicago 
George D. Boone, Tulsa 
Walter L. Bradley, Buffalo 
William H. Brakman, New York 
Julius H. Cohn, Newark 
George J. Covalt, Washington, D. C. 
Clarence B. Cox, Detroit 
Henry S. DeVault, Shanghai, China 
Arthur A. Foster, Prescott 
Robert M. Gane, San Francisco 
Vincent T. Gilchrist, Houston 
Roy F. Godfrey, Tulsa 
John H. Goodwin, Jr., Boston 
Oscar A. Granlund, New York 
William C. Guay, Boston 
Edgar A. Hartman, Tulsa 
Clarence L. Johnson, New Haven 
David L. Johnson, Kansas City 
Ernest F. Johnson, New York 
Roland B. Keays, Detroit 
Cletus M. Laux, Detroit 
J. A. Leach, Jr., Richmond 
S. Frank Levy, Washington, D. C.
Gideon H. Markel, Philadelphia 
Frederick Martin, Philadelphia 
James W. McCullough, Houston 
Charles E. McCune, Tulsa 
Harold W. McKenzie, Chicago 
Stuart W. McLaughlin, New York 
J. Y. McManus, Kansas City, Mo.
James H. Rindfleisch, Richmond 
Whitney B. Sanders, San Francisco 
Clifton A. Sause, New York 
Carneal B. Sheffield, Houston 
Lyman M. Straine, Sacramento 
Ralph B. Stratford, Portland, Ore.
John S. Sturgeon, Chicago 
Tillman B. Trotter, Houston 
Harold I. Wilhelm, Houston
C. Vincent Williams, Chicago
R. Bradford Williams, New York 
George F. Winters, Tulsa 
Arthur W. Yardley, Boston
A dmitted  as A ssociates 
Thomas P. Carley, Chicago 
John J. Chesnutt, Seattle 
Edgerton Hazard, New York 
George Huling, New York 
Richard C. Kneeland, Portland, Ore.
Cyril William Mitchell, Portland, Ore. 
Joseph J. Peters, New York 
Charles H. Poit, New York 
Joseph Russell Shrader, Chicago
(Mr. Blackie and Mr. Keays, announced 
in the supplement to the September Bul­
letin as candidates for election as associ­
ates, were found eligible as members and 
elected as such.)
COMMITTEE APPOINTMENTS
In  view of the likelihood that the re­
cently enacted social security act and 
the public utility act of 1935 would to 
a certain extent affect public accountants 
and their clients the president of the 
Institute has appointed special commit­
tees to study these acts and problems 
which may arise in their administration.
The special committee on the social 
security act is composed of the follow­
ing :
Fred J. Duncombe, chairman, Chicago 
Alexander H. Beard, New York 
John K. Mathieson, Philadelphia 
Mr. Mathieson and the secretary of 
the Institute conferred with a represen­
tative of the social security board at 
Washington on September 30th, and 
tendered to the board the cooperation of 
the Institu te’s committee.
The members of the special commit­
tee on the public utility act of 1935 are 
as follows:
J. M. Bowlby, chairman, Chicago 
Paul Grady, New York 
E. C. Christensen, New York 
The secretary of the Institute has 
called on members of the commission and 
has advised them of the existence of the 
special committee and its readiness to be 
of service. Since that time the commit­
tee has been asked for an opinion on pre­
liminary drafts of initial administrative 
provisions.
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EDWARD E. GORE
Edward Everett Gore, past president 
of the American Institute of Account­
ants, died at his home at LaGrange, 
Ill., near Chicago, on September 19th at 
the age of 69. Mr. Gore had been one 
of the most active members of the Insti­
tute from the time of its founding until 
very recently when he began to suffer 
from ill-health.
He was born in Carlinville, Ill., on 
December 4, 1866. He attended Black­
burn college at Carlinville, the Jackson­
ville business college, Jacksonville, I ll., 
and the Unversity of Illinois. After 
graduation he took up the study of law 
and was justice of the peace at Carlin­
ville for four years. From 1893 to 1897 
he was successively chief of the building- 
and-loan department and chief of the 
banking department of the state audi­
to r’s office at Springfield.
Mr. Gore entered public accounting 
practice at Chicago in 1897. He was a 
partner of Smart, Gore & Co. and later 
of Pace, Gore & McLaren. Since 1927 
his firm had been Edward Gore & Co.
Mr. Gore served continuously on the 
council of the Institute from its found­
ing until the time of his death. He was 
a member of that body by election until 
1922 when he was elected president of 
the Institute. At various times he 
served as chairman of the committees 
on arbitration, auditing departments of 
banks, national charter, form and ad­
ministration of income-tax laws, federal 
legislation, state legislation and the spe­
cial committee on development of the In ­
stitute. He also served on the committee 
on professional advancement.
Mr. Gore was a member of the Ameri­
can Association of Public Accountants, 
predecessor of the Institute. He was 
also a fellow of the Illinois Society of 
Certified Public Accountants. He was 
a certified public accountant under the 
laws of Illinois and Louisiana.
His civic interests were many. He was 
a past-president and one of the founders 
of the Chicago crime commission. He 
served as president of the Chicago asso­
ciation of commerce and of the All Chi­
cago Council.
The funeral services at LaGrange 
were attended by leading members of 
the profession in Chicago. The Insti­
tute was represented by the secretary.
LEON O. FISHER
Leon Orr Fisher, a charter member 
of the American Institute of Account­
ants and vice-president and director of 
the Equitable Life Assurance Society of 
the United States, died at his home at 
Yonkers, N. Y., on October 2nd. He was 
65 years old.
Mr. Fisher was born at Manchester, 
N. H., and after receiving a high-school 
education, was in the employ of several 
railroad companies. In  1899 he became 
associated with the public accounting 
firm of William Trenholme, Teele & 
Dennis. He next joined the staff of 
Haskins & Sells and in three years was 
admitted to partnership. He went to 
the Equitable Life Assurance Society in 
1906 as general auditor.
Mr. Fisher was a certified public ac­
countant of New York and a member of 
the New York State Society of Certified 
Public Accountants. He had served on 
the New York state board of C. P. A. 
examiners.
ALBERT E. HAMILTON
The death of Albert E. Hamilton, of 
Los Angeles, a charter member of the 
American Institute of Accountants, oc­
curred on August 26, 1935. Mr. Hamil­
ton was a certified public accountant of 
California and of Colorado. He prac­
tised on his own account.
OSWALD D. LUBY
The Institute has recently been in­
formed of the death on February 16,
1935, of Oswald D. Luby, of Chicago, a 
member of the Institute since 1923. Mr. 
Luby was a member of the Illinois bar 
association and a registered public ac­
countant. He was born in Oconto, Wisc., 
in 1875 and after graduation from high 
school pursued his studies independ­
ently. As the time of his death he was 
president of the Corporation Account­
ing Co.
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INSTITUTE REPRESENTED AT MEETINGS 
OF OTHER SOCIETIES
D o m in io n  A s so c ia t io n
As reported in the B ulletin  for Sep­
tember, the American Institute of Ac­
countants was represented by James S. 
Matteson, of Duluth, at the annual meet­
ing of the Dominion Association of 
Chartered Accountants, held September 
4th to 6th at the Fort Garry hotel, 
Winnipeg.
On October 6th those attending the 
meeting were entertained at luncheon 
by the Institute of Chartered Account­
ants of Manitoba. Mr. Matteson was the 
guest speaker. Following is the text of 
his remarks:
“It gives me great pleasure to be with 
you during the thirty-third annual meeting 
of your association, and to bring to you the 
greetings and best wishes of the American 
Institute of Accountants. I am bringing 
this greeting to you as the bearer of a per­
sonal message from the president of the 
Institute, and also in a few words to express 
my appreciation and personal gratification 
in being selected to represent the Institute 
at this your gathering. Mr. President, I 
now wish to read to you and your members 
the following message of good-will:
“ ‘In presenting our respects to the Do­
minion Association, please assure them of 
the American Institute’s unvarying appre­
ciation of the cordial relationship which has 
come from an exchange of representatives 
at the recurring annual meetings of each 
body. Friendship grows from knowing one’s 
neighbors, and of Canada we feel assured 
of the best in the nearness of the racial kin­
ship and the common language we speak.’
“I take pleasure in leaving with you the 
original of this message of our president.
“A man carefully prepared a speech, writ­
ing it all out. He then memorized it; he 
then tore up the manuscript, so that only 
God and he knew what he purposed to talk 
about; but when he came to deliver the 
speech, only God knew what it was about.
“I am hardly in so bad a predicament; 
for, as you will observe, I have saved the 
paper with which briefly to engage you.
“The members of your association, no 
doubt, are acquainted in a general way with 
the origin and purposes of the American In­
stitute of Accountants, which organization 
may well be termed the lineal successor to 
the American Association of Public Account­
ants, formed in 1887 in the cities of New 
York, Philadelphia and Boston. The Ameri­
can Association in 1905 absorbed the Fed­
eration of Societies of Public Accountants 
in the United States of America, which had 
been formed in 1903. The change to the 
American Institute of Accountants form of 
organization occurred in 1916, at which 
time practically every member of the Ameri­
can Association availed himself of the privi­
lege of charter membership in the new Insti­
tute. At March 1, 1935, the membership had 
grown to 2,355, and the entire building at 
135-137 Cedar street, New York, was owned 
and occupied by the Institute in carrying on 
its work, which comprises among other 
things, a library, a bureau of information, 
the Journal o f Accountancy, monthly Bulle­
tins, the publication of sixteen or more books 
of accounting interest and the work of the 
board of examiners, consisting of nine men, 
three being elected each year for terms of 
three years, no member receiving any mone­
tary compensation whatever.
“The principal committees of the Institute 
may be briefly given here as the executive 
committee, the committees on professional 
ethics, arbitration, federal legislation, state 
legislation, education, publication, meetings 
and, from time to time, various special com­
mittees.
“The Institute has also for the past five 
or six years participated in a series of con­
ferences with representatives of the New 
York stock exchange in cooperating in the 
encouragement of better financial reports 
and the presentation of full information to 
stockholders in all corporations whose secu­
rities are listed on the exchange.
“Mr. President and members of the Do­
minion Association, it is my observation that 
nothing is quite so valuable to the business 
mind as a deliberate attempt to discipline it. 
Intellectual laziness is, sadly enough, a noted 
characteristic of the average business man 
of the present day. Even to the professional 
man, native shrewdness and hackneyed think­
ing on the job may compose whatever there 
might exist of intellectual exercise, rather 
than disciplined and fresh analysis of all 
the elements entering into the question or 
problem immediately before him.
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“It therefore behooves us to keep our 
minds open and receptive to the best of cur­
rent thought, practice and custom. It is far 
from my mind to say this in any criticizing 
or patronizing or even advisory way, but 
only to express my personal views.
“Lines of national borders, however, do 
not change human sentiments or rules of 
right living. Our profession requires of us 
the practice of fidelity and honesty toward 
all men, whether or not they are the clients 
of our compeers or of ourselves. We are 
not to be advocates so much as we are to 
endeavor to find and state the facts in a 
given case in a clear and unprejudiced way. 
Sincerity, tact, and plain-dealing are to dis­
tinguish us and should mark our influence 
in our communities, and to the extent that 
we can accomplish these aims by word and 
deed we will make true the saying,
‘This above all—to thine own self be true; 
And it must follow, as the night the day, 
Thou canst not then be false to any man.’
“I fully realize that what I have been 
saying constitutes something in the nature of 
counsel of perfection. I am reminded, how­
ever, of an incident which happened in the 
class-room of one of our public schools. The 
instructor of mathematics was trying to dem­
onstrate to a rather stupid boy the concept 
of a limit which could be successfully ap­
proached, but never reached. He was hav­
ing a good deal of difficulty in making this 
concept at all clear. The idea of approach­
ing the object but never reaching it was 
apparently beyond the boy’s grasp. Fi­
nally, the teacher decided to resort to a 
concrete illustration, the universal refuge of 
all teachers when in serious difficulty in 
instruction. ‘Suppose,' said he, ‘that tonight 
you go around to see your young lady and 
find her waiting for you in the parlor on 
the sofa. When you come in the door, you 
say, “Hello, Mary,” and go half way to her, 
then pause a moment and go another half 
way, then another half way, and so on. Will 
you ever get to her?’
“The boy scratched his head a minute and 
then said, ‘Well, I  think I’d get near enough 
for all practical purposes.’
“We have in our professional work en­
countered situations where a perfect solu­
tion was impossible, where we have had to 
attack the problem from a practical rather
than a theoretical viewpoint in order to ac­
complish anything. While perfection should 
be the goal, it may not always be attainable, 
and we may have had to take measures sim­
ilar to those illustrated in this story of the 
school boy.
“Hoping that these brief specimens of 
American breeziness have not altered your 
estimation of the sincerity of your brethren 
from across the line, and wishing you all 
good things in life, I make my bow.”
Also present at the meeting were rep­
resentatives of the Society of Account­
ants in Aberdeen and the Institute of 
Accountants and Actuaries in Glasgow. 
J . Gray Mundie, retiring president of 
the Association, presided until the elec­
tion of his successor, Harvey E. Guil­
foyle, of Toronto.
T e x a s  S o c i e t y
Anson Herrick, of San Francisco, a 
member of the council of the Institute, 
officially represented the Institute at the 
annual meeting of the Texas Society 
of Certified Public Accountants at the 
Plaza hotel, San Antonio, on October 
10 th and 11th.
Mr. Herrick addressed the members 
and their guests on October 10th on the 
subject of “ The social security act.”  
Other speakers were William McCraw, 
attorney-general of Texas, and C. Au­
brey Smith, associate professor of ac­
counting at the University of Texas.
Further details of this meeting will 
be published in a later Bulletin.
Roy T. Culey, of Los Angeles, has been 
appointed chairman of the business educa­
tion section of the Southern California Jun­
ior College Association.
Joseph J. Klein, of New York, is the au­
thor of an article entitled “Depreciation and 
obsolescence changes in the chemical indus­
try,” which appeared in recent issues of the 
Tax Magazine and Industrial and Engineer­
ing Chemistry. Mr. Klein also has an ar­
ticle entitled “The revenue act of 1935,” in 
the September Bulletin of the National Re­
tail Dry Goods Association.
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PRACTICE BEFORE S. E. C.
The securities and exchange commis­
sion has promulgated rules of practice 
which govern appearance and practice 
before that body. These rules, effective 
since September 13, 1935, prescribe qual­
ifications for appearance before the com­
mission, as follows:
Rule II
(a) This rule does not relate to the state­
ments required by section 12 (i) of the 
public utility act of 1935.
(b) Any individual or member of a part­
nership which is a party to any pro­
ceeding before the commission may rep­
resent himself or such partnership in 
such proceeding, and a corporation, 
trust, or association may be represented 
by a bona fide officer thereof.
(c) A party may be represented in any 
proceeding by an attorney-at-law duly 
admitted to practice before the commis­
sion.
(d) A party shall not be represented at any 
hearing before the commission or a trial 
examiner except as stated in paragraphs
(b) and (c) of this rule.
(e) In all matters other than hearings be­
fore the commission or a trial examiner, 
a party may be represented by an agent 
who is duly admitted to practice before 
the commission.
(f) All persons appearing before or trans­
acting business with the commission in 
a representative capacity may be re­
quired to file powers-of-attorney with 
the commission showing their authority 
to act in such capacity.
(g) Commencing November 1, 1935, a regis­
ter will be maintained by the commis­
sion in which will be entered the names 
and addresses of all persons admitted 
to practice before the commission. Only 
individual members of firms will be ad­
mitted.
(h) Subject to the provisions of paragraphs
(d) and (e) of this rule, the following 
classes of persons whom the commission 
finds, on consideration of their applica­
tion, to be of good moral character and 
to possess the requisite qualification to 
represent others, may be admitted to 
practice before the commission:
(1) Attorneys-at-law who are admitted 
to practice before any court of the 
United States, the District of Colum­
bia or the highest court of any state 
or territory.
(2) Any person, not an attorney, to be 
designated as agent, who shall be a 
citizen of the United States and who 
shall, in the opinion of the commis­
sion, possess the necessary educa­
tion, training, experience and tech­
nical qualifications which would en­
able him properly to represent others 
before the commission.
(i) An application for admission to prac­
tice shall be addressed to the commis­
sion, Washington, D. C., stating under 
oath the name, residence address and 
and business address of the applicant. 
In the case of an attorney, the time and 
place of admission to the bar and 
whether the applicant has ever been 
suspended or disbarred as an attorney 
in any court or jurisdiction shall be 
stated. In the case of an agent, the 
application shall state briefly his edu­
cation, training, experience, and other 
legal or technical qualifications.
(j) In the discretion of the commission or 
trial examiner, an attorney-at-law may 
be admitted to appear for the purpose 
of any proceeding, though not thereto­
fore admitted to practice in the way 
prescribed.
(k) All persons appearing in any proceed­
ing shall conform to the standards of 
conduct generally required of practi- 
tioners-at-law.
(1) The commission may, in its discretion, 
deny admission to, suspend, or disbar 
any person who does not possess the 
requisite qualifications to represent 
others, or who is lacking in character, 
integrity or proper professional con­
duct. Except as provided in paragraph 
(m) of this rule, a person who has been 
admitted to practice may be suspended 
or disbarred only after he has been af­
forded an opportunity to be heard.
(m) Contemptuous conduct at any hearing 
before the commission or a trial exam­
iner shall be ground for exclusion from 
said hearing and for summary suspen­
sion without a hearing for the duration 
of the proceeding.
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PRACTICE BEFORE TREASURY 
DEPARTMENT
According to advice received from the 
committee on enrolment and disbarment 
of the United States treasury depart­
ment, section 1 1  of treasury department 
circular No. 230 (revised) is not in­
tended to prevent the association of two 
or more certified public accountants in 
representing taxpayers before the de­
partment or from sharing fees derived 
from such engagements. The section in 
question reads as follows:
“Sec. 11. Employment as associate, cor­
respondent or subagent. An enrolled attor­
ney or agent may accept employment as 
associate, correspondent or subagent and 
may share the fees received in any matter 
pending before the treasury department, sub­
ject to the other provisions of these regula­
tions, in the following cases only: (1) From 
an unenrolled attorney or accountant regu­
larly engaged in the practice of law or ac­
countancy, provided that such attorney or 
agent has not been refused enrolment be­
fore the treasury department by reason of 
conduct which would constitute sufficient 
ground for suspension or disbarment of an 
enrolled attorney or agent; (2) from an en­
rolled agent who is neither an attorney nor 
accountant but who is engaged in practice 
before the department; (3) from a licensed 
customhouse broker. In no case may an 
enrolled attorney or agent accept employ­
ment from a person who is under suspen­
sion or has been disbarred from practice 
before the treasury department.”
A member of the Institute recently 
drew attention to the phraseology of 
this provision and pointed out that it 
might be construed so as to prevent asso­
ciation of two certified public account­
ants, both of whom might be enrolled to 
practise before the department, in rep­
resenting a single taxpayer.
Inquiry of the committee on enrol­
ment and disbarment brought the re­
sponse that the purpose of section 1 1  
was to prevent the association of an a t­
torney or a certified public accountant 
with a layman not enrolled as an agent 
before the department, as well as the
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sharing of fees with such a layman. The 
committee indicated that it was familiar 
with the canons of ethics and rules of 
professional conduct of the American 
Institute of Accountants which do not 
prevent members from dividing fees 
among themselves when they collaborate 
in professional engagements.
I t  was suggested that the phraseology 
of section 1 1  appeared somewhat ambig­
uous. The inquirer was assured, how­
ever, that the committee recognizes the 
complete propriety of association of two 
or more certified public accountants at 
least one of whom is enrolled to practise 
before the treasury department in rep­
resenting taxpayers.
A ccountancy T w enty - f iv e 
Y ears  A go
“The young man preparing for the ac­
countancy profession has the option of two 
courses.
“Having completed his high-school course, 
he may enter a university school of com­
merce and get a thorough training in the 
theory and practice of accounting in its 
various applications, in economics, in finance, 
in commercial law and in at least one of the 
modem languages. In several of the larger 
cities he can get this university training by 
attendance at evening sessions, getting prac­
tical experience at the same time by employ­
ment during the day as bookkeeper or as 
assistant in an accountant’s office.
“On the other hand he may put himself in 
the hands of a coach and have crammed into 
his head just enough knowledge of law and 
accounting to enable him to pass the C. P. A. 
examinations. He will have no difficulty in 
finding coaches who will guarantee his prep­
aration for the examinations.
“The Journal believes that the young man 
who chooses the second course makes a 
serious mistake. Accounting is not a trade 
or a mere routine vocation like bookkeeping. 
It is a profession and its successful practi­
tioners in the future are going to be men of 
broad views and liberal education.”
The Journal of Accountancy,
October, 1910.
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AMERICAN WOMAN'S SOCIETY 
OF C. P. A's
A plan to gather all available infor­
mation on the opportunities of women 
with accountancy training was adopted 
at the recent annual meeting of the 
American Woman’s Society of Certified 
Public Accountants, with headquarters 
at Chicago.
The society now numbers forty-three 
members in all parts of the United 
States. Officers elected at the meeting 
are: Anne M. Lord, of Aurora, I ll., 
president; H. Claire Haines, of Salt 
Lake City, vice-president; Alma E. Ras­
mussen, secretary; Alma Merkert, of 
Marion, Ind., treasurer.
ACCOUNTANTS AVAILABLE THROUGH 
EMPLOYMENT EXCHANGE
The employment exchange of the In ­
stitute has registered a number of ac­
countants who are immediately avail­
able for employment. Names will be 
given upon request. The exchange makes 
no charge to either applicants or em­
ployers.
In  listing applicants who are regis­
tered with the exchange, their qualifica­
tions are briefly summarized from infor­
mation given by the applicant without 
verification by the office of the Institute. 
The following are among those now 
available:
S eniors
No. 799—Aged 39, native American, Chris­
tian, university education. Twenty-one years 
in public accounting, sixteen as a senior. 
Now practising on own account, but would 
like to obtain position with public account­
ing firm. Would consider temporary en­
gagement.
No. A-189—Aged 44, British (citizenship 
applied for), university education, Christian, 
C. A. of Scotland and C. P. A. of New 
York. Twenty-seven years in public ac­
counting in Scotland, India and United 
States. Five years as accountant in private 
employ. Qualified for senior position with 
public accounting firm or with private cor­
poration.
No. A-518—Aged 45, native American, 
Christian, university education, C. P. A. of 
New York. Long experience as auditor 
and controller for private corporations, as 
senior with public accounting firms and on 
own account. Member National Association 
of Cost Accountants, Accountants Club of 
America, Controllers Institute of America. 
Former deputy controller New York state 
T. E. R. A. Qualified for position as senior 
with public accounting firm or with private 
corporation.
No. S-1107—Aged 34, American, Protes­
tant, university education. Eight years ex­
perience in public accounting, four years in 
accounting for federal government. Quali­
fied as senior.
No. A-823—Aged 47, member of Ameri­
can Institute of Accountants since 1924, C. 
P. A. of New York and New Jersey. Has 
independent practice but would be interested 
in permanent position with corporation or 
public accounting firm paying $5,000 a year 
or part-time employment for which present 
practice need not be abandoned.
S em i-S eniors
No. A-1045—Aged 31, American, Protes­
tant, university education. Five years expe­
rience as accountant and assistant treasurer 
for private corporations and eight months 
experience with public accounting firm. 
Qualified as semi-senior.
No. S-1082—Aged 35, American, Protes­
tant, university education. Ten years expe­
rience in public accounting, five years on 
own account. Qualified as semi-senior.
No. A-1052—Aged 42, American, Protes­
tant, university education. Nine years expe­
rience in accounting for private corpora­
tions, twelve years experience with one 
public accounting firm. Qualified as semi­
senior.
J unio r s
There are registered with the employment 
exchange a number of men qualified for 
junior accounting work. Some have had 
public accounting experience, others are uni­
versity graduates without experience, and 
others have had experience in accounting 
for private concerns.
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DATE FOR FILING INFORMATION 
RETURNS
I t has been suggested that article 147-1, 
regulations 86, under the revenue act of
1934, requiring so-called “ information 
returns”  to be filed with the bureau of 
internal revenue a month in advance of 
the date set for the filing of income-tax 
returns, is of great inconvenience to tax­
payers. The Institu te’s committee on 
federal legislation has received from the 
bureau of internal revenue the following 
explanation of the requirement:
“There is a definite reason for the early 
filing date. This office realizes that the 
February 15th date is responsible for a cer­
tain percentage of the delinquency in for­
warding the forms 1096 and 1099, but the 
decision to require the returns to be filed on 
or before February 15th was reached after 
due consideration of all the facts involved.
“The forms 1096 and 1099, when received 
in this office, are examined for discrepancies, 
after which the forms 1099 are arranged 
geographically according to the district in 
which the personal return of the recipient 
of the income is to be filed, and alphabeti­
cally according to the name of the recipient. 
When this procedure is completed the forms 
1099, forms 1000 and other such returns of 
information are transmitted to the collectors 
of internal revenue of the respective collec­
tion districts for association with the per­
sonal returns of the taxpayers which were 
filed on or before March 15th.
“Due to the great volume of information 
returns received, it is essential, if the forms 
are to be of any value in connection with 
the audit of the personal returns, that they 
be forwarded so as to reach this office soon 
enough after the close of the calendar year 
to permit preliminary examination, arrange­
ment and transmittal to the collectors of in­
ternal revenue in time for cheeking or com­
paring the information with the personal 
income-tax returns.
“It was considered, since the forms 1096 
and 1099 are required to be rendered on the 
basis of the calendar year, that the period 
from December 31st to February 15th was 
sufficient to permit the information relative 
to the income paid during the calendar year 
to be ascertained from the company’s rec­
ords.”
ANNOUNCEMENTS
Arthur Andersen & Co., of Chicago, an­
nounce the removal of their Chicago offices 
to 135 South LaSalle street.
Walter A. Coy & Co. announce the re­
moval of their offices to 1252 Leader build­
ing, Cleveland, O.
John F. Forbes & Co. announce the open­
ing of an office in the Pacific Mutual build­
ing, Los Angeles, and the appointment of 
Lewis A. Carman as resident partner.
C. D. Milner and Walter Mucklow an­
nounce the formation of the firm of Milner & 
Mucklow, with offices at 1663 Alton road, 
Miami Beach, Fla., and at 1423 Barnett Na­
tional Bank building, Jacksonville.
Sydney Stein, Jr., Frederick Roe, Paul B. 
Zeisler and Kenneth D. Ross announce the 
formation of the partnership of Stein & 
Ross, with offices at 135 South LaSalle 
street, Chicago.
Clarence L. Turner, Richard H. Crook 
and John H. Zebley, Jr., of Philadelphia, 
announce that their public accounting prac­
tice will be continued under the firm name of 
Turner, Crook & Zebley.
F. W. Graff, of Cleveland, has been elected 
president of the business statistics group of 
the Cleveland chapter of the American Sta­
tistical Association.
C. Oliver Wellington, of New York, is 
the author of an article entitled “Our invis­
ible tax levies,” which appeared in the Octo­
ber issue of Nation’s Business, and of an ar­
ticle entitled “Look beyond balance-sheets,” 
which appeared in the September issue of 
Bankers Monthly.
J. R. Wharton, of South Bend, addressed 
members of the Indiana Bankers Associa­
tion at a meeting at Fort Wayne on Septem­
ber 25th on “Audits and credit files.”
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ANNUAL MEETING OF AMERICAN INSTITUTE 
OF ACCOUNTANTS
FIFTIETH ANNIVERSARY CELEBRATION
At the first council session over which 
he presided, that of October 17, 1935, 
Robert H. Montgomery, newly elected 
president of the Institute, stated that the 
first meeting of the organizers of the 
American Association of Public Ac­
countants, direct predecessor of the In ­
stitute, was held on December 22, 1886, 
and that the association was incor­
porated in 1887. He requested permis­
sion of the council to appoint a commit­
tee to prepare for a fitting celebration 
of the fiftieth anniversary of the organi­
zation now bearing the name American 
Institute of Accountants, probably in 
the spring of 1937. The council granted 
the desired permission.
ADJOURNED MEETING, JANUARY 6TH
The annual meeting of the American 
Institute of Accountants adjourned Oc­
tober 17th at Boston to reconvene at the 
Shoreham hotel, Washington, D. C., on 
Monday, January  6, 1936, at 10 a .m .
This action was taken on motion of 
Frederick H. Hurdman, chairman of the 
special committee on cooperation with 
other organizations. Mr. Hurdman 
stated that at the business session of the 
Institu te’s annual meeting on October 
15th there was referred to his committee 
the duty of investigating and consider­
ing further certain questions relating to 
the proposed merger of the American So­
ciety of Certified Public Accountants 
with the American Institute of Ac­
countants and of reporting back to the 
annual meeting in session or at an ad­
journment thereof. In  view of the fact 
that his committee was not able to com­
plete its investigation prior to Thursday, 
October 17th, Mr. Hurdman proposed 
that the meeting in session adjourn to 
meet at Washington on Monday, Jan ­
uary 6, 1936, at the Shoreham hotel at 
10 a .m . The motion was seconded, was 
put to a vote and was carried.
POSSIBILITY OF ONE NATIONAL 
ACCOUNTANCY ORGANIZATION
At the session of the annual meeting 
held on Tuesday, October 15th, the coun­
cil transmitted to the members assembled 
in annual meeting the report of the spe­
cial committee on cooperation with other 
organizations, which had originally been 
submitted to the executive committee of 
the Institute and in tu rn  referred by 
that committee to the council. The text 
of this report is as follows:
To t h e  E x ecutive  Com m ittee of t h e  
A m erican  I n st it u t e  of  A ccountants :
G e n t le m e n :  Since the joint report of 
the executive committee and the special com­
mittee on cooperation with other organiza­
tions submitted to all members of council 
under date of August 7, 1935, and since the 
conference of state society presidents at 
Atlantic City on August 23, 1935, a full 
report of which was sent to every member 
of council, your special committee has had 
one meeting with representatives of the 
American Society of Certified Public Ac­
countants, at which meeting a merger plan 
was adopted and was later signed by all 
members of the Institute’s special committee 
and by three of the five members of the 
society’s special committee. Copy of that 
plan has been submitted to the executive 
committee and is attached to this report and 
marked exhibit “A.”
E x h ib it  “A ,” M erger P la n
It is proposed to merge the membership 
of the American Institute of Accountants, 
hereinafter called the “Institute,” and the 
membership of the American Society of 
Certified Public Accountants, hereinafter 
called the “.Society,” on the following basis:
1. The Institute shall continue as the active 
national organization.
2. The Institute shall be furnished with a 
list of the members of the Society in good 
standing as of August 31, 1935, certified 
by the president and secretary of the So­
ciety. Each of the members of the Society 
whose name appears on such certified list
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shall, upon subscribing to the by-laws 
and rules of professional conduct of the 
Institute, become a member or associate 
of the Institute, as he elects, without ex­
amination or initiation fee.
3. Amendments to the by-laws of the Insti­
tute shall be adopted as follows:
(a) To permit the admission of members 
of the Society as provided in para­
graph 2,
(b) To require that after January 1,
1936, an applicant for membership 
or associateship in the Institute must 
hold a valid and unrevoked certified 
public accountant certificate issued 
by the legally constituted authorities 
of a state or territory of the United 
States of America, provided, how­
ever, that this by-law shall not in 
any way affect the membership rights 
of any present members of the Insti­
tute who do not hold such certificates,
(c) To reduce the experience require­
ment for associates to two years,
(d) To provide for the creation of an 
advisory council by the adoption of 
a new article as follows:
The Institute shall invite presi­
dents of the recognized societies of 
certified public accountants in the 
several states and territories of the 
United States of America to form 
an advisory council of society pres­
idents.
The advisory council shall at all 
times consist of the state society 
presidents then holding office in 
their respective societies, but if a 
member of the advisory council is 
unable to attend a meeting of the 
advisory council a member of his 
society may be designated by that 
society to represent him at the 
meeting.
At least once in each year the 
Institute shall call a meeting of 
the advisory council which shall 
choose its own chairman and sec­
retary. A majority of the mem­
bers of the advisory council shall 
constitute a quorum.
The advisory council shall con­
sider matters submitted to it from 
time to time by the council of the 
Institute and in its discretion may
initiate and make recommendations 
to the council of the Institute. A 
full report of the transactions of 
the advisory council shall be sub­
mitted to the membership of the 
Institute at the same time as com­
mittee reports.
4. Contemporaneously with the certification 
of members provided in paragraph 2 
hereof, the Society shall, by sufficient in­
struments, transfer to the Institute all of 
the property of the Society, real and per­
sonal and of every description. There­
after the Society shall continue in exist­
ence as a corporation or shall be dissolved, 
as the Institute may elect. In either 
event, the Society shall be inactive and 
shall take such steps as in the judgment 
of counsel for the Institute are necessary 
in order to carry out the spirit of this 
plan of merger in leaving the Institute as 
the active survivor of the two organiza­
tions.
5. This plan shall be put into operation as 
follows:
The members of the Society’s commit­
tee who have subscribed to this plan will 
attempt to secure the recommendation of 
a majority of the directors of the Society 
or not less than 25 members of the So­
ciety to the submission of an amendment 
to the constitution and by-laws of the 
Society, in accordance with article 12 of 
the constitution of the Society. Such 
amendment shall provide that the officers 
of the Society are authorized and directed 
to put this plan into operation and that 
all provisions of the constitution and by­
laws of the Society inconsistent therewith 
are repealed. If such submission has been 
made prior to the annual meeting of the 
Institute to be held October 15 to 17,
1935, the members of the committee of 
the Institute who have subscribed to this 
plan will submit to the annual meeting 
the amendments to the by-laws proposed 
in this plan, in accordance with article 
XV of the by-laws of the Institute. If 
this plan is finally approved by the So­
ciety and the Institute by the adoption of 
the amendment proposed to the constitu­
tion and by-laws of the Society by two- 
thirds of the state representatives, in ac­
cordance with article 12 of the constitu­
tion of the Society, and by the approval
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of the proposed amendment to the by-laws 
of the Institute by two-thirds vote of the 
members present at the meeting and by a 
majority of all of the members in ac­
cordance with article XV of the by-laws, 
then the plan shall be considered as con­
stituting a contract between the Institute 
and the Society. Thereafter the steps 
outlined in paragraphs 2 and 4 of the 
plan shall be taken as quickly as pos­
sible.
6. Two matters have been considered which 
the undersigned believe should be left for 
the consideration and action of the united 
membership after the merger, viz:
(a) Whether or not the name of the In­
stitute should be changed to include 
in it the words "Certified Public” so 
as to read, say, “American Institute 
of Certified Public Accountants,”
(b) Whether or not the election of mem­
bers of the council of the Institute 
should be on a regional basis instead 
of at large as at present.
The above plan is approved by the under­
signed representing the special committee 
on cooperation with other organizations of 
the Institute and the special committee on 
one national organization of the Society and 
will be reported by the undersigned as out­
lined above.
For American Institute of Accountants
F r e d e r ic k  H . H u rd m a n , Chairman,
J o h n  F .  F orbes,
R. O. B e rg e r ,
J a m es J . H a st in g s ,
W a l t e r  A. S ta u b .
Special committee on cooperation with 
other organizations.
For American Society of Certified Public 
Accountants
J o h n  T. M adden, Chairman,
J am es F .  H u g h es ,
E ric L.  K ohler .
Special committee on one national organ­
ization.
September 21, 1935 
This merger plan was presented by the 
Society’s committee at the annual meeting 
of the American Society at Kansas City, 
September 30 to October 3, 1935, and a res­
olution was adopted which is attached to
this report and marked exhibit “B,” and 
is a departure from the plan recommended 
by the two committees representing the 
national bodies. The resolution refers to 
a new organization and on its face em­
bodies recommendations which are not ac­
ceptable to the Institute’s special commit­
tee; but it is possible that the variances may 
be adjusted by the Society’s executive com­
mittee.
E x h ib i t  “B,” R e s o lu t io n  o f  A m e r ic a n  
S o c ie t y
W h e r e a s ,  The New York Society of Cer­
tified Public Accountants requested the 
American Institute of Accountants and the 
American Society of Certified Public Ac­
countants to appoint committees to confer 
with reference to the possibility of uniting 
both in a single national organization, and 
W h e r e a s ,  Such committees were ap­
pointed and have reported progress, and 
W h e r e a s ,  The New York State Society 
invited the presidents or delegates from each 
of the other state societies to participate in 
a conference, without any actionable au­
thority, for the purpose of considering the 
reports of those committees, and 
W h e r e a s ,  At such conference certain rec­
ommendations were made by those present, 
and
W h e r e a s ,  The American Society in an­
nual meeting assembled has received reports 
from both the committee and conference, 
as well as from its own board of directors, 
and has carefully considered them,
T h e r e fo r e ,  B e  I t  R e so lv e d , B y  the mem­
bers present at the 1935 annual meeting of 
the American Society of Certified Public 
Accountants, that thanks are tendered to the 
New York Society for the initiative it took 
in bringing this subject to the attention of 
the whole profession, and 
B e  I t  F u r t h e r  R e so lv e d , That thanks 
are also tendered by the Society to its com­
mittee for the time and energy it has spent 
in connection with the several necessary 
meetings which have been held, and 
B e  I t  F u r t h e r  R e so lv e d , That while we 
believe that the profession would be ad­
vanced with but one national organization, 
we are strongly of the opinion that before 
final action can be satisfactorily taken the 
individual opinions of the respective mem­
bers should be secured, as we further be­
lieve that understandings reached in advance
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of such action will be more certain of ulti­
mate and lasting success, and
B e  I t  F u rth er  R esolved, That the fol­
lowing points, upon which a referendum 
would be advisable, be sent to the American 
Institute of Accountants with the sugges­
tion and request that it add thereto any 
points which it may desire:
1. The name of the new organization to 
include the words “Certified Public 
Accountants.”
2. All members and associates of the two 
existing organizations at the date of 
acceptance of the agreement to be ad­
mitted as members of the new organiza­
tion in a single class, the qualifications 
of future members to be the possession 
of a C. P. A. certificate granted by the 
states.
3. The governing body of the new or­
ganization to be nominated and elected 
by and from geographical districts by 
mail ballot of members resident in the 
district.
4. An advisory committee to be created 
composed of the presidents of state 
societies, or other representative in 
the event of the inability of such presi­
dent to serve. Such committee to meet 
at least once each year for the purpose 
of presenting suggestions to the gov­
erning body and to consider such mat­
ters as may be submitted to it by the 
governing body.
The following point, while not thought to 
be essential to the agreement, should be 
considered by the organization after the 
consolidation:
Dues to be fixed at as small an amount 
as may be found consistent.
The phraseology of the referendum to be 
left to the executive committee of the Ameri­
can Institute of Accountants and the Ameri­
can Society of Certified Public Accountants, 
and
B e  I t  F urth er  R esolved, That the board 
of directors of the American Society of 
Certified Public Accountants propose to the 
members, together with the referendum, an 
amendment under which its executive com­
mittee may submit to the membership, for 
adoption or rejection such amendments or 
rules of authorization as may seem expedient 
following the returns received from the ref­
erendum, and
B e  I t  F urth er  R esolved, That the Ameri­
can Society of Certified Public Accountants 
respectfully suggests that the American In­
stitute of Accountants, at its annual meet­
ing, propose an amendment and submit it to 
its members, together with the referendum, 
under which its executive committee may 
submit to the membership for adoption or 
rejection such amendments or rules of au­
thorization as may seem expedient follow­
ing the returns received from the referen­
dum, and 
B e I t  F urther  R esolved, That the joint 
list of points be distributed by the Ameri­
can Institute of Accountants as a referendum 
to its members, and distributed by the Amer­
ican Society of Certified Public Accountants 
as a referendum to its members, with re­
quests for a vote thereon within thirty days, 
and
B e  I t  F urth er  R esolved, That an inter­
change of the result of the votes of the ref­
erendum when taken shall be reported to 
the executive committees of both the Ameri­
can Institute of Accountants and the Amer­
ican Society of Certified Public Accountants, 
and
B e  I t  F u rth er  R esolved, That the execu­
tive committees, when this plan is adopted, 
shall jointly submit to the separate member­
ships, for ratification or rejection, such 
amendments or rules of authorization ap­
proved by the executive committee of the 
American Institute of Accountants and/or 
the executive committee of the American 
Society of Certified Public Accountants as 
may be necessary to carry out the wishes of 
the memberships, as expressed by the votes 
on the referendum, and
B e  I t  F u rth er  R esolved, That a copy of 
these resolutions be transmitted to the Amer­
ican Institute of Accountants, and
B e  I t  F u rth er  R esolved, That these res­
olutions be published in the October issue of 
the Certified Public Accountant.
Believing that the plan recommended by 
the two special committees of the Institute 
and the Society provides a satisfactory 
basis for a merger of the two national or­
ganizations, your committee recommends 
that this plan or one substantially the same 
be submitted to the annual meeting of the 
Institute for approval or disapproval in or­
der that the sentiment of the membership 
may be known.
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Believing that certain features of the plan, 
if adopted, would enable the Institute better 
to serve the profession to the satisfaction of 
all certified public accountants, your com­
mittee recommends that the following parts 
of the plan be put into effect immediately by 
appropriate amendment to the by-laws:
1. That after January 1, 1936, all appli­
cants for admission to the Institute be 
required to possess a C. P. A. certifi­
cate.
2. That provision be made for the crea­
tion of an advisory council of state 
society presidents in order to permit 
closer cooperation between the Insti­
tute and the state societies.
3. That the experience requirement for 
admission as an associate of the Insti­
tute be reduced from three to two 
years.
In accordance with the above, your com­
mittee submits the following proposed 
amendments to the by-laws: [The full text 
of specific amendments to the by-laws pro­
posed by the special committee on coopera­
tion with other organizations appears on 
pages 7 and 8 of this Bulletin, under the 
title “Amendments to the By-laws.”—Ed.]
F . H . H urdman, Chairman,
R. O. B erger,
J ames J . H astings,
W alter A. S taub,
J o hn  F . F orbes.
October 10, 1935.
After considerable discussion it was 
resolved that the merger plan agreed 
upon by the committees of the Institute 
and of the Society [exhibit “ A ” in 
above report] be approved as a reason­
able basis for the merger of the two na­
tional organizations.
It was also unanimously resolved that 
the recommendations of the Institute’s 
special committee on cooperation with 
other organizations be approved, that 
the by-laws be changed to read as sug­
gested by the committee and that exist­
ing sections of the by-laws for which the 
amendments would be substituted be 
rescinded.
Following this action on the proposals 
of the special committee on cooperation 
with other organizations and on the 
amendments to the by-laws which it had
suggested, the following resolution was 
adopted:
W hereas, The committee on cooperation 
with other organizations has reported prog­
ress and is arriving at a plan for one na­
tional organization; and
W hereas, For the purpose of carrying 
out certain parts of such plan certain amend­
ments to the by-laws of the Institute have 
been proposed for submission to the mem­
bers of the Institute for the required mail 
vote thereon; and
W hereas, It is desirable to continue 
negotiations for the purpose of accomplish­
ing the end of one national organization; 
now be it
R esolved, That the Committee on co­
operation with other organizations be au­
thorized and instructed to study the ques­
tion of regional representation and any other 
matters, and to continue negotiations for 
the purpose of agreeing upon a plan of 
merger to bring about one national organiza­
tion, and to report its recommendations at 
this annual meeting or any adjournment 
thereof.
It was in accordance with this resolu­
tion that the chairman of the special 
committee on cooperation with other or­
ganizations announced at the session on 
October 17th that his committee had not 
been able to complete its consideration 
of the matters referred to it. He moved, 
therefore, that the meeting adjourn to 
reconvene at Washington, D. C., on Jan­
uary 6, 1936.
A m e n d m e n ts  t o  B y -L a w s
In accordance with this action the 
amendments to the by-laws proposed by 
the special committee on cooperation 
with other organizations, and approved 
by the members assembled in annual 
meeting, as required by article XV of 
the by-laws, were submitted to all the 
members of the Institute for a vote by 
mail with a covering letter of explana­
tion by the president under date of Oc­
tober 24, 1935. The proposed amend­
ments to article II, sections 4 and 5, and 
the new article XVI, which it is pro­
posed to add to the by-laws, are here 
reproduced.
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ARTICLE II.
Section 4. The following persons may 
qualify for examination and election as 
members of the Institute provided that 
they be not less than twenty-one years 
of age and shall present evidence of pre­
liminary education satisfactory to the 
board of examiners:
(a) Associates who shall meet the re­
quirements stated in the following para­
graphs of this section.
(b) Accountants in practice who shall 
have been in practice on their own ac­
count or in the employ of a practising 
public accountant: (1) for not less than 
five years next preceding the date of ap­
plication; or (2) for not less than ten 
years at least one year of which shall 
have next preceded the date of applica- 
tion; or
(c) Accountants who shall have been 
engaged in accountancy instruction in 
schools recognized by the board of ex­
aminers for a period of not less than five 
years next preceding the date of applica­
tion, provided
(d) Continuity of an applicant’s public 
accounting practice, or experience in ac­
countancy instruction may be considered 
unbroken by a temporary interruption 
consisting of activities in the opinion of 
the board of examiners equivalent to pub­
lic accounting, or accountancy instruction, 
but the period of such interruption shall 
not be considered as a part of the five 
years’ practice, or experience in accoun­
tancy instruction, and further provided
(e) After January 1, 1936, no appli­
cant shall be admitted as a member unless 
he holds a valid and unrevoked certified 
public accountant certificate issued by the 
legally constituted authorities of a state 
or territory of the United States of 
America or of the District of Columbia.
Section 5. The following persons may 
qualify for examination and election as 
associates of the Institute, provided, that 
they shall be not less than twenty-one 
years of age and shall present evidence 
of preliminary education satisfactory to 
the board of examiners:
(a) Accountants in practice who shall 
have been in practice on their own ac­
count or in the employ of a practising 
public accountant for not less than two 
years at least one year of which shall 
have next preceded the date of applica­
tion; or
(b) Accountants who shall have been 
engaged in accountancy instruction in 
schools recognized by the board of ex­
aminers for a period of not less than three 
years next preceding the date of applica­
tion, provided
(c) After January 1, 1936, no appli­
cant shall be admitted as an associate un­
less he holds a valid and unrevoked certi­
fied public accountant certificate issued by 
the legally constituted authorities of a 
state or territory of the United States of 
America or of the District of Columbia.
ARTICLE XVI
The Institute shall invite presidents of 
the recognized societies of certified pub­
lic accountants in the several states and 
territories of the United States of America 
and the District of Columbia to form an 
advisory council of society presidents.
The advisory council shall at all times 
consist of the state society presidents then 
holding office in their respective societies, 
but if a member of the advisory council 
is unable to attend a meeting of the ad­
visory council a member of his society may 
be designated by the society to represent 
him at the meeting.
At least once in each year the Institute 
shall convene the advisory council which 
shall choose its own chairman and secre­
tary. A majority of the members of the 
advisory council shall constitute a quorum.
The advisory council shall consider mat­
ters submitted to it from time to time by 
the council of the Institute and in its 
discretion shall make recommendations to 
the council of the Institute. A full report 
of the transactions of the advisory council 
shall he submitted to the membership of 
the Institute at the same time as com­
mittee reports.
L eg ality  of A m e n d m e n t  to B y -l a w s  
W it h o u t  P rior N otice
At its meeting on October 14th, the 
council of the Institute gave considera­
tion to the report of the special com-
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mittee on coöperation with other organ­
izations which contained recommended 
amendments to the by-laws of the Insti­
tute, finally referred to the members as­
sembled in annual meeting on the fol­
lowing day. In the course of the coun­
cil’s consideration of this subject the 
question arose whether or not it was 
proper, under the provisions of article 
XV of the by-laws, to propose amend­
ments to the by-laws of the Institute 
from the floor of the annual meeting 
without prior notice having been given 
to the membership, in the call for the 
annual meeting, of the intention to pro­
pose such amendments. The secretary 
was instructed to telephone counsel for 
the Institute to obtain an expression of 
opinion on this point. It was reported 
later, as counsel’s considered opinion, 
that amendments to the by-laws could 
properly be introduced from the floor of 
the annual meeting without prior notice 
to the membership. Subsequently coun­
sel confirmed this opinion in writing, as 
follows:
“You have asked me if amendments to 
the by-laws of the Institute may be pro­
posed at an annual meeting of the Institute 
without having first been prepared by the 
committee on by-laws for submission to such 
meeting, or endorsed in writing by thirty or 
more members in good standing at least 
sixty days prior to the date of such meet­
ing. I  advised you today by telephone that 
in my opinion amendments could be pro­
posed at the meeting without first having 
been so prepared or endorsed, and I have 
today sent you a day-letter confirming this 
opinion . . . Article XV of the by-laws pro­
vides as follows, according to the 1934 Year­
book, which I  assume is correct:
‘Amendments to the by-laws of the In­
stitute shall be proposed only at an an­
nual meeting of the Institute. I f  ap­
proved by a two-thirds vote of the mem­
bers present at such meeting, any such 
proposed amendment shall be submitted 
to all the members of the Institute for a 
vote by mail, and if approved in writing 
by a majority of the members of the Insti­
tute shall be declared by the president to 
be effective. Mail ballots shall be valid 
and counted only if received within sixty
days after the date of mailing ballot forms 
from the office of the Institute.
‘I t  shall be compulsory for the secretary 
to embody in the call for the annual 
meeting all proposals to amend prepared 
by the committee on by-laws for sub­
mission to such meeting and any other 
proposals to amend of which he shall 
have had notice endorsed in writing by 
thirty or more members in good standing 
at least sixty days prior to the date of 
such meeting.’
“I  have no doubt as to this construction 
of article XV. You will note the second 
sentence of the article:
‘I f  approved by a two-thirds vote of 
the members present at such meeting, any 
such proposed amendment shall be sub­
mitted . . . etc.’
What is meant by ‘any such proposed’? 
Clearly ‘such proposed amendment’ refers 
to such an amendment as is described in 
the first sentence of the article, to-wit, one 
which has been proposed at an annual meet­
ing of the Institute. There is no require­
ment other than that the amendment be ‘pro­
posed’, and that it be proposed at an annual 
meeting.
“I f  an amendment is proposed at an 
annual meeting, then the provisions of the 
second sentence take effect, and if it is ap­
proved by a two-thirds vote of the members 
present at ‘such meeting’ (again referring to 
an annual meeting), such proposed amend­
ment shall be submitted to all the members 
of the Institute for vote by mail, and if 
approved in writing by a majority of the 
members of the Institute shall be declared 
by the president to be effective. These are 
the only requirements for amending the by­
laws.
“The second paragraph of article XV 
does not create any additional prerequisites 
to the passage of an amendment. I t simply 
provides that it ‘shall be compulsory for 
the secretary’ to do certain things, to-wit:
‘. . . to embody in the call for the annual 
meeting all proposals to amend prepared 
by the committee on by-laws for submis­
sion to such meeting and any other pro­
posals to amend of which he shall have 
had notice endorsed in writing by thirty 
or more members in good standing at 
least sixty days prior to the date of such 
meeting.’
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There is nothing in this paragraph to indi­
cate that the proposals referred to are the 
only sort of proposals which may be made 
at the annual meeting, and there is nothing 
in the paragraph to modify the affirmative 
language of the first paragraph of article 
XV. The paragraph simply imposes an 
additional duty on the secretary in certain 
cases.
“I t was suggested to me over the tele­
phone that if amendments could be proposed 
at the meeting, there was no use in having 
the provisions of the second paragraph in 
regard to proposals in writing by thirty or 
more members, and therefore article XV 
should be construed as requiring either a 
proposal by the committee on by-laws or a 
notice endorsed in writing by thirty or 
more members in good standing at least 
sixty days prior to the date of the meeting.
It does not seem to me that this reasoning 
is sound; first, because no inference which 
may arise from the language of the second 
paragraph can overcome the clear affirma­
tive language of the first paragraph, and, 
second, because it seems to me that the sec­
ond paragraph has a perfectly good basis 
for existence in my construction of the whole 
article. I t seems to me that it is perfectly 
logical to permit amendments to be made 
at any annual meeting in view of the fact 
that even if passed at the annual meeting, 
they have to be submitted to all the members 
for vote, and at the same time having a 
provision that if the committee on by-laws 
proposes an amendment or if thirty mem­
bers endorse it, it becomes of sufficient im­
portance for the secretary to embody it in 
the call.
“But whether or not I  am right as to my 
supposition of the reason for the existence 
of the second paragraph of article XV, I  
am clearly of the opinion that the language 
of the first paragraph of article XV can 
bear only one construction, and that the 
only requirement for an amendment is that 
it shall be proposed at an annual meeting 
and that ‘any such proposed amendment’ 
need then only be approved by a two-thirds 
vote of the members present at the meeting 
and by a further majority of all the mem­
bers of the Institute voting by mail ballots.”
10
RECOMMENDATIONS OF THE 
BOARD OF EXAMINERS
At its meeting on October 14th the 
council adopted four recommendations 
of the board of examiners, as follows:
E l im in a t io n  o f  I n it ia t io n  F e e s
The council authorized refund of the 
initiation fees accompanying applica­
tions for admission to the Institute re­
ceived during the fiscal year, 1935- 
1936, and approved the recommenda­
tion of the board of examiners that as 
soon as practicable the by-laws be 
amended to eliminate the initiation fees 
entirely. This suggestion was referred 
to the committee on by-laws.
E x a m in a t io n  C r e d it s
A recommendation of the board that 
the candidates at the written examina­
tions of the Institute who pass only in 
the subject of accounting theory and 
practice (both parts) receive credit for 
passage of that subject and be condi­
tioned in the other two subjects was ap­
proved by the council. Prior to this 
change no credit was granted unless a 
candidate passed two of the three sub­
jects at one session of the examination. 
The change took the form of an amend­
ment to the rules of the board of exam­
iners, the pertinent section of which now 
reads as follows:
“Applicants who shall have passed the ex­
amination in two subjects shall have the 
right, on payment of the required fees, to 
be re-examined, within a limited period, in 
the third subject. Applicants who shall have 
passed the examination in accounting theory 
and practice (both parts) shall have the 
right, on payment of the required fees, to 
be re-examined, within a limited period, in 
the remaining two subjects.”
“ A p p l ic a t io n  F e e ”
In order to eliminate misunderstand­
ing on the part of applicants not re­
quired to take further technical exam­
ination for admission to the Institute, 
but required to pay the so-called “ ex­
amination fee” , the board of examiners
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recommended that its rules be amended 
so as to change the term “ examination 
fee” to “ application fee.” The coun­
cil approved the recommendation and 
so amended the rules of the board.
E l i j a h  W a t t  S e l l s  S c h o l a r s h i p  
P r iz e
On the recommendation of the board 
of examiners council resolved that the 
income of the Elijah Watt Sells scholar­
ship fund be devoted to the purchase of 
a gold and a silver medal to be awarded 
to each of the two candidates obtaining 
the highest grades at each session of the 
Institute’s examinations. Up to this 
time the prize has taken the form of a 
cash award to the one candidate who 
obtained the highest grades in the Insti­
tute’s examinations for an entire fiscal 
year.
HARVEY E. GUILFOYLE
Members of the Institute assembled 
in annual meeting at Boston were 
shocked to receive an announcement at 
the opening business session that Harvey
E. Guilfoyle, president of the Domin­
ion Association of Chartered Account­
ants, had died suddenly at St. John, 
New Brunswick, on his way to the Insti­
tute ’s meeting.
Mr. Guilfoyle, whose home was in 
Toronto, had been expected to appear 
on the program of the opening session 
of the Institute’s meeting. The meeting 
immediately adopted the following reso­
lution :
W h e r e a s , The American Institute of 
Accountants has learned with deepest sor­
row of the death of Harvey E. Guilfoyle, 
president of the Dominion Association of 
Chartered Accountants, and
W h e r e a s, Mr. Guilfoyle has been known 
to his many friends in the United States as 
one of the greatest contributors to the prog­
ress of accountancy in Canada, and
W h e r e a s, His hospitality and cordiality 
to members of the American Institute of 
Accountants have greatly strengthened the 
bonds of friendship between the profes­
sional bodies in the two countries : now there­
fore,
B e  I t  R eso lved , That the American In­
stitute of Accountants spread upon its min­
utes this expression of its grief at the loss of 
an esteemed friend and an outstanding fel­
low practitioner, and be it further
R eso lved , That copies of this preamble 
and of these resolutions be sent to the Do­
minion Association of Chartered Account­
ants with a request that a copy be trans­
mitted to Mr. Guilfoyle’s family.
Mr. Guilfoyle for many years had 
been active in the affairs of the Domin­
ion Association and of the Institute of 
Chartered Accountants of Ontario. He 
was regarded by his fellow practitioners 
as largely responsible for the progress 
which the Dominion Association has 
made in recent years. He was known 
to many American accountants through 
the joint meetings at Buffalo, New York, 
and Toronto, Ontario, in 1928, when the 
two national accounting bodies held 
their annual meetings simultaneously 
and visited one another on different 
days.
EDWARD E. GORE
At its meeting on October 14, 1935, 
the council of the American Institute 
of Accountants adopted the following 
resolution of regret at the death of Ed­
ward E. Gore:
The death of Edward E. Gore has robbed 
the accountancy profession of one whose 
charm, tolerance and kindliness had made 
him one who can not be replaced. His per­
sonal magnetism had made it possible for 
him to lead men to accomplishment. As 
president of the Institute and as chairman 
of many of its committees, as well as in the 
civic work in which he was so active, he 
made substantial contributions to the wel­
fare of his profession and his community. 
Wherefore,
B e  I t  R eso lved , That the American In­
stitute of Accountants spread upon its min­
utes its appreciation of the accomplish­
ments and the personal attributes of Ed­
ward E. Gore, and its profound sorrow at 
his death; and be it further 
R eso lv ed , That a copy of this preamble 
and these resolutions be transmitted to his 
family.
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ELMER L  HATTER
At its meeting on October 14, 1935, 
the council of the American Institute 
of Accountants adopted the following 
resolution of regret at the death of 
Elmer L. Hatter:
The council of the American Institute of 
Accountants has learned with sorrow of the 
death of Elmer L. Hatter, a former vice- 
president of the American Institute of Ac­
countants, a member of its council for many 
years, and for long chairman of its board 
of examiners. His services to the Institute 
and to the profession were of the first mag­
nitude, and his devotion and loyalty to the 
highest principles in professional and pri­
vate life were an inspiration to those who 
worked with him. Wherefore,
B e  I t  R esolved, That the council of the 
American Institute of Accountants hereby 
records its sensibility of the contributions to 
the accountancy profession made by Elmer 
L. Hatter and its deep sorrow at his death; 
and be it further
R esolved, That a copy of this preamble 
and these resolutions he transmitted to his 
family.
LEO GREENDLINGER
Leo Greendlinger, general manager of 
the Alexander Hamilton Institute and 
a charter member of the American In­
stitute of Accountants, died suddenly at 
New York on October 11, 1935, at the 
age of fifty-six.
A native of Austria, Mr. Greendlinger 
came to the United States in 1900. In 
Austria he had taken up the study of 
law and in this country he attended New 
York University, being graduated in 
1907 and receiving a master’s degree in 
1908. He became a certified public ac­
countant in 1907.
Mr. Greendlinger was a practising ac­
countant from 1907 until 1912 and dur­
ing that time he conducted a question 
and answer department in the Journal 
of Accountancy. In 1912 he joined the 
Alexander Hamilton Institute as direc­
tor and treasurer. When he died he 
was director, treasurer, vice-president 
and general manager.
ANNUAL MEETING DATE
An amendment to the by-laws, sub­
mitted by the committee on by-laws, to 
permit selection of either September or 
October as the month for the annual 
meeting of the Institute, depending on 
the climatic conditions of the place se­
lected for the annual meeting, was ap­
proved at the annual meeting and was 
later submitted to all the members for 
a vote by mail. The text of the pro­
posed amendment is as follows:
ARTICLE XIII.
Section 1. There shall be a regular 
meeting of the Institute on the third Tues­
day of September or the third Tuesday 
of October of each year as the executive 
committee shall decide. The fiscal year of 
the Institute shall end with the 31st day 
of August of each year.
Section 5. Regular meetings of the 
council shall be held on the Thursday 
next after the date of the annual meeting 
of the Institute, the second Monday in 
April and the Monday next preceding the 
date of the annual meeting of the Insti­
tute.
Section 7. Notice of each meeting of 
the council except the meeting on the 
Thursday after the date of the annual 
meeting of the Institute, shall be sent to 
each member of the council at his last- 
known address twenty-one days before 
such meeting. Such notice as far as prac­
ticable shall contain a statement of the 
business to be transacted.
1936 M e e t in g
The 1936 annual meeting of the Amer­
ican Institute of Accountants will be 
held at Dallas, Texas, October 19-22, 
1936. The meeting place was selected 
by vote of the annual meeting at Bos­
ton at the session on October 17, 1935.
The executive committee, to which the 
proposed amendment to the by-laws 
would give discretion to fix the date of 
the meeting in either September or 
October, has indicated its preference for 
the October date.
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PROCEEDINGS AT ANNUAL MEETING
The full proceedings of the annual 
meeting of the American Institute of 
Accountants at Boston, October 14-17, 
1935, will appear in the 1935 Yearbook. 
Publication of the Yearbook will be 
slightly delayed in order that it may in­
clude the proceedings of the adjourned 
meeting at Washington, D. C., on Janu­
ary 6th. Publication of the Yearbook is 
expected, therefore, about January 15th.
NATURAL BUSINESS YEAR
Initial steps have been taken by the 
American Institute of Accountants in 
cooperation with other organizations to 
conduct an educational campaign to pro­
mote adoption of the natural business 
year, culminating in a week of intensi­
fied activity in December.
At meetings with representatives of 
banking, credit and management associa­
tions, it has been decided to form a 
Natural Business Year Council to spon­
sor the movement. Under the auspices 
of this Council, it is believed, trade asso­
ciation executives, local organizations of 
bankers and credit men and others who 
might be influential in bringing about 
wider adoption of natural fiscal periods 
would be encouraged to lend their sup­
port.
A week in December would be set aside 
as one in which all persons identified 
with the campaign would make some con­
tribution toward the success of the move­
ment. In the case of public accountants, 
it would be a period during which they 
might point out to their clients the ad­
vantages of a natural business year.
It is planned that the intensive cam­
paign of the next two months would be 
supplemented by a continuous effort on 
the part of accountants and others to 
bring about a wide-spread change, which 
it is realized must be gradual.
A basic statement of the objectives of 
the campaign and details as to the or­
ganization of the Natural Business Year 
Council will be sent to the members of 
the Institute as they are completed, and 
the members will be informed period­
ically of progress.
ELECTIONS
In the Bulletin  for October 21, 1935, 
the officers and members of council 
elected at the annual meeting at Bos­
ton, October 17th, were published.
At the meeting of council, October 
17, 1935, John L. Carey was elected sec­
retary for the current year. The fol­
lowing were elected members of the ex­
ecutive committee:
P. W. R. Glover, New York 
F. H. Hurdman, New York 
J. K. Mathieson, Pennsylvania 
I. Graham Pattinson, New York 
C. Oliver Wellington, New York
The following committee on profes­
sional ethics was elected:
William B. Franke, Chairman, New York 
Clem W. Collins, Colorado 
Stanley G. H. Fitch, Massachusetts 
Anson Herrick, California 
Edwin H. Wagner, Missouri
The following members were elected 
as members of the board of examiners 
for term of three years:
Percival F. Brundage, New York 
Lincoln G. Kelly, Utah 
Charles E. Mather, New York
For term of one year:
John F. Kerslake, Pennsylvania
The committee on nominations, con­
sisting of two members of council elected 
by the council at its meeting on Octo­
ber 15th, and five members of the Insti­
tute not members of the council elected 
by the Institute at the business session, 
October 17th, is as follows:
Allan Davies, New York 
Fred J. Duncombe, Illinois
H. W. Hennegin, Arkansas 
Philip N. Miller, New York 
Walter Mucklow, Florida 
Henry S. Puder, New Jersey 
Rodney D. White, Washington
At the business session on October 
17th the following auditors were elected:
Warren W. Nissley, New York 
R. G. Rankin, New York
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SECRETARY VISITS SOUTHEAST
The Oklahoma Society of Certified 
Public Accountants has invited the sec­
retary of the Institute to attend its an­
nual meeting at Tulsa, November 11th 
and 12th, and the invitation has been 
accepted. Following this meeting ar­
rangements have been made for the sec­
retary to visit Dallas, Little Rock, Mem­
phis, St. Louis and Kansas City, where 
informal meetings are being arranged 
for discussion of the activities and plans 
of the Institute.
APPOINTMENTS
The president has appointed the fol­
lowing committees to serve for the fiscal 
year, 1935-1936:
C o m m ittee  o n  A r b itr a t io n  
Alexander Makay, Chairman, New York 
Theodore Krohn, Newark 
Ray G. Wood, Salt Lake City
C o m m ittee  o n  B u d g e t  a n d  F in a n c e  
Charles F. Rittenhouse, Chairman, Boston 
Harold R. Caffyn, New York 
Milo B . Hopkins, New York
C o m m ittee  o n  B y -L a w s  
James J. Hastings, Chairman, Newark 
Walter A. Musgrave, Hartford 
John H. Zebley, Philadelphia
C o m m ittee  o n  C r e d e n t ia ls  
J. R. Nelson, Chairman, Dallas 
Forrest Mathis, Dallas 
Frank C. Taylor, Beaumont
Com m ittee  on  E ducation
For three years
Homer S. Pace, New York
J. B. Taylor, Columbus, Ohio
For two years
Roy B. Kester, Chairman, New York 
For one year
George E. Bennett, Syracuse 
Warren W. Nissley, New York
C o m m ittee  o n  M e e t in g s  
A. G. Moss, Chairman, Dallas 
C. F. Milledge, Houston
Frank L. Wilcox, Waco
C o m m ittee  o n  P u b l ic a t io n  
Henry B. Fernald, Chairman, New York 
Percival F. Brundage, New York 
Norman L. McLaren, San Francisco 
Warren W. Nissley, New York 
Maurice E . Peloubet, New York
S pecial Com m ittee on  A c co unting  P ro­
cedure
Andrew Stewart, Chairman, New York 
T. W. Byrnes, New York 
Walter M. LeClear, Chicago 
John C. Parry, Jr., Philadelphia 
James Willing, Boston
S pecial Com m ittee o n  A dm inistra tio n  of 
E n d o w m en t
W. Sanders Davies, Chairman, New York 
Arthur H. Carter, New York 
John D. Cherrington, Cincinnati 
David L. Grey, St. Louis 
John B. Niven, New York
S pecial Com m ittee on  Cooperation w it h  
B anke r s
Philip N. Miller, Chairman, New York 
J. N. Aitken, Philadelphia
E. J. Buehler, New York 
George Lehman, Cleveland 
Charles Passmore, Chicago 
A. J. Saxer, St. Louis 
Philip Saunders, Jr., Boston
S pecial Com m ittee o n  Cooperation w it h  
Ot h er  Organizations
Frederick H. Hurdman, Chairman, New 
York
Robert O. Berger, Chicago 
John F. Forbes, San Francisco 
James J. Hastings, Newark 
Walter A. Staub, New York
S p e c ia l  C o m m ittee  o n  C o o p era tio n  w i t h  
S . E . C.
C. O. Wellington, Chairman, New York 
Samuel J. Broad, New York 
Rodney F. Starkey, New York 
Andrew Stewart, New York 
Homer N. Sweet, Boston
S p e c ia l  C o m m ittee  o n  C o o p era tio n  w i t h  
S t a t e  S e c u r it ie s  C om m issio n ers  
Lewis Ashman, Chairman, Boston
F. B. Andrews, Boston
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Edward Fraser, Kansas City 
Rodney F. Starkey, New York 
Rodney D. White, Seattle
S pecial Com m ittee on  Cooperation w it h  
S tock E x ch an g es
F. H. Hurdman, Chairman, New York 
Archibald Bowman, New York 
Arthur H. Carter, New York 
George Cochrane, New York 
Paul K. Knight, New York 
Geoffrey G. Rowbotham, New York 
Walter A. Staub, New York
Special  Com mittee o n  D evelopm ent  of 
A ccounting  P rin c iples  
George O. May, Chairman, New York 
Alexander S . Banks, New York
(Chairman, special committee on coopera­
tion with investment bankers.)
William B. Franke, New York
(Chairman, committee on professional 
ethics.)
F. H. Hurdman, New York
(Chairman, special committee on coopera­
tion with stock exchanges.)
Roy B. Kester, New York
(Chairman, committee on education.) 
Philip N. Miller, New York
(Chairman, special committee on coopera­
tion with bankers.)
Andrew Stewart, New York
(Chairman, special committee on account- 
ing procedure.)
C. O. Wellington, New York 
(Chairman, special committee on coöpera­
tion with securities and exchange com­
mission.)
S pecial  Com mittee on  I nventories
Edward E. Kracke, Chairman, New York 
Leonard S. Davey, New York 
Henry A. Home, New York 
W. D. McGregor, New York 
W. I. Nicholson, Jr., Tulsa
I . Graham Pattinson, New York 
Edwin H. Wagner, St. Louis
S pecial  Com m ittee  o n  N atural B u s in e s s  
Y ear
Charles B. Couchman, Chairman, New York 
John P. Dawson, Chicago 
William R. Donaldson, New York 
Philip A. Hershey, San Francisco 
George S. Olive, Indianapolis
S pecial  Com m ittee  to R evise  F ederal Re­
serve B ulletin
S. J . Broad, Chairman, New York 
Percival F. Brundage, New York 
George Cochrane, New York 
Frederick H. Hurdman, New York 
Paul K. Knight, New York
E. A. Kracke, New York 
Norman J. Lenhart, New York 
Philip N. Miller, New York
S pecial  Com m ittee on  Cooperation w it h  
B ar A ssociation
John T. Madden, Chairman, New York 
Lewis Ashman, Chicago
I. Russell Bush, Philadelphia
S pecial  Com m ittee on  S tate Corporation 
La w s
Robert E. Payne, Chairman, Chicago 
William O. Bartle, Houston 
David Himmelblau, Chicago 
Paul W. Pettengill, Chicago 
Hiram T. Scovill, Urbana 
Philip S. Suffern, New York 
Albert John Watson, San Francisco
S pecial  Com m ittee  on  Terminology
Eric L. Kohler, Chairman, Chicago 
A. H. Beard, New York 
Norman J. Lenhart, New York 
Walter Mucklow, Miami Beach 
Gabriel A. D. Preinreich, New York
PAMPHLETS AVAILABLE
With this issue of the Bulletin  each 
member and associate of the Institute 
receives a copy of Accounts of Govern­
mental Bodies, a pamphlet prepared by 
the Institute’s special committee on gov­
ernmental accounting. Extra copies of 
this pamphlet are available without 
charge to members who may wish to dis­
tribute them among municipal officers, 
taxpayers associations and others inter­
ested.
There are also available without 
charge a limited number of reprints of 
the addresses of George O. May and 
Arthur Andersen, delivered at the an­
nual meeting of the Institute at Bos­
ton.
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THE NEW OFFICERS
R ob er t  H. M o n t g o m e r y , President
Colonel Montgomery, newly elected presi­
dent of the Institute, has been among the 
leaders in the activities of his profession 
since its inception in this country. Bom in 
Mahoney City, Pa., in 1872, he lived for 
many years in Philadelphia and now resides 
in Greenwich, Conn.
He received his education at public and 
night schools and became a certified public 
accountant of Pennsylvania. He was a part­
ner of Heins, Whelan, Lybrand & Co. from 
1896 through 1897, and in 1898 became a 
partner of Lybrand, Ross Bros. & Mont­
gomery, his present firm. He is also an at- 
torney-at-law.
At various times, Col. Montgomery has 
served as instructor in accounting at schools 
in Philadelphia and New York. He was 
professor of accounting at Columbia Uni­
versity from 1919 to 1931 and is a member 
of the administrative board of the school of 
business of the university.
He served in the United States army dur­
ing the Spanish-American war  and the world 
war, holding the rank of lieutenant-colonel 
during the latter while serving on the war 
department board of appraisers, of which 
he was the organizer.
Recently he was for a time head of the 
department of research and planning of the 
national recovery administration.
His participation in the affairs of the In­
stitute dates from the beginning of the or­
ganization. He was president of the Ameri­
can Association of Public Accountants, prede­
cessor of the Institute. He became a member 
of the council of the Institute at the re­
organization in 1916 and continued to serve 
on that body until 1927, when he was elected 
vice-president. At various times he has 
served on the executive committee, the spe­
cial war committee, the committee on federal 
legislation, the committee on subsidiary or­
ganizations, the committee on nominations 
and the committee on administration of en­
dowment. He also served a term as vice- 
president of the American Institute of Ac­
countants Foundation, and for four years 
just prior to his election to the presidency, 
was chairman of the special committee on 
terminology.
He has been continually active in the af­
fairs of the New York State Society of Cer­
tified Public Accountants, of which he is a 
past president.
Col. Montgomery has also been prominent 
in the International Congresses on Account­
ing held in recent years. He served as 
chairman of the Congress in New York in 
1929.
W il l ia m  B. F r a n k e , Vice-president.
Mr. Franke was bom at Troy, N. Y., and 
is now a resident of Dobbs Ferry. He is 
senior partner of Franke, Graef and Han­
non. During the past ten years he has par­
ticipated continuously in the activities of the 
Institute, of which he became a member in 
1924.
He was educated at public schools and, 
after receiving his certified public account­
ant certificate, entered the employ of Cluett, 
Peabody & Co., in 1911. In 1913 he went 
to the General Electric Corporation and re­
mained with them until he joined the staff 
of Touche, Niven & Co. in 1917. He was 
also associated with Naramore, Niles & Co. 
for a time.
His first appointment in the Institute was 
to the committee on credentials, of which he 
was chairman. He served on the special 
committee on terminology and the committee 
on nominations for one term each, and for 
four years on the committee on professional 
ethics. He was a member of the council from 
1930 to 1935 and in the year 1934-1935 was 
a member of the executive committee.
N o r m a n  L o y a l l  M c L a r e n , Vice-president.
Mr. McLaren resides in San Francisco 
where he has practised accounting as a part­
ner of McLaren, Goode & Co. for many 
years. He has been active in the affairs of 
the profession in his own state and as a 
member of the Institute.
He was born at San Francisco and was 
educated at the Taft School, Watertown, 
Conn., and the University of California, 
from which he received the bachelor’s de­
gree. He is a certified public accountant of 
California and has served as president of 
the California State Society of Certified Pub­
lic Accountants.
Mr. McLaren became a member of the In­
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stitute in 1923 and in 1926 was elected to the 
committee on nominations. During the same 
year he served on the committee on meet­
ings. He has also served on the special com­
mittee on cooperation with bankers, the spe­
cial committee on public relations and the 
committee on federal legislation, of which 
he was chairman during the year 1933-1934. 
In 1934 he was elected to the council for a 
two-year term.
A r t h u r  W. T e e l e , Treasurer.
Mr. Teele, who was re-elected to the office 
of treasurer, is a resident of New York, 
where he has practised since 1891. His firm, 
of which he was a founder, was organized in 
1901.
He is a charter member of the Institute 
and one of its most active members. He 
served on the special war committee in 1917, 
1918 and 1919. He was the first chairman 
of the board of examiners, on which he 
served for a number of years. He was vice- 
president in 1919 and 1921, and was for five 
years a member of the council. He has 
served for nine years on the executive com­
mittee, in six years of which he was treas­
urer. Other committees on which he has 
served are those on professional advance­
ment, professional ethics, by-laws and ad­
ministration of endowment.
During the world war he was a member 
of the war industries board and later was 
appointed by President Harding to the 
emergency fleet claims committee.
He was president of the New York ath­
letic club for two years and has been a mem­
ber of the board of governors for 12 years.
A r t h u r  H. C a r ter , Member of council
(5 years).
Colonel Carter, admitted to the Institute 
in 1924, has served continuously on its vari­
ous committees from that time to the present. 
He is senior partner of Haskins & Sells.
He was bom at Hillsboro, Kansas, in 
1884, and after graduation from Braden’s 
School, Highland Falls, N. Y., attended the 
United States Military Academy. During 
the world war he organized and commanded 
the field artillery central officers’ training 
camp, at Camp Zachary Taylor, Kentucky, 
with the rank of colonel. For this service 
he was awarded the Distinguished Service 
Medal.
Col. Carter was a member of the commit­
tee on public affairs in the year 1924-1925 
and in 1925 was elected to the council, on 
which he served for five years. During that 
time he was also a member of the executive 
committee. In 1930 he was elected vice- 
president. He was chairman of the special 
committee on bankruptcy reform in 1930 
and from 1930 through 1935 was a member 
of the special committee on cooperation with 
stock exchanges. In 1931 he was a member 
of the special committee on administration 
of endowment. Col. Carter also served 
for two years as a trustee of the American 
Institute of Accountants Foundation.
He is a certified public accountant of New 
York and a number of other states, and is a  
member of various organizations, including 
the National Association of Cost Account­
ants and the New York State Society of Cer­
tified Public Accountants, of which he is a 
past president.
P. W. R. Glover, Member of council (5
years).
Mr. Glover is a native of Scotland and 
received his education at schools of that 
country and at Watsons College, Edinburgh. 
He has been a resident of this country since
1905 and a certified public accountant since 
1910.
He entered public accounting with Bar­
row, Wade, Guthrie & Co. in 1907 and in 
1917 was made a general partner, a posi­
tion which he holds today.
Mr. Glover is a charter member of the 
Institute, and in 1924 was appointed to the 
committee on state legislation. He served 
on this committee for two years and in 1926 
was elected to the council. He served on the 
executive committee in 1928-1929. He was 
a member of the special committee on ac­
counting procedure from 1931 to 1934, and 
in the latter year was elected vice-president 
of the Institute. He was a trustee of the 
benevolent fund of the Institute in the year 
1934-1935 and is now a member of the board 
of examiners.
Mr. Glover has served as president and as 
member of various committees of the New 
York State Society of Certified Public Ac­
countants. He was a member of the execu­
tive committee of the International Congress 
on Accounting held at New York in 1929.
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J o s e p h  E. H u t c h in s o n ,  Jr., Member of 
council (5 years).
Mr. Hutchinson is a charter member of 
the Institute and has practised public ac­
counting in Texas, the state of his residence, 
for many years.
He was born in Alabama in 1889 and at­
tended private schools of Memphis and the 
Staunton Military Academy, Staunton, Va. 
He joined his father in public accounting 
at Dallas in 1909, and became a certified pub­
lic accountant in 1916. From. 1916 to 1929 
he was partner of the firm of Hutchinson & 
Smith. In 1933 he and his father estab­
lished the firm of Hutchinson & Hutchinson.
Mr. Hutchinson was the first secretary of 
the Texas Society of Certified Public Ac­
countants.
W a y n e  K e n d r ic k , Member o f  c o u n c il (5  
years).
Mr. Kendrick, a member of the Institute 
since 1923, is a native of Bloomington, Ind., 
and now practises at Washington, D. C. He 
was bom in 1895.
He is a graduate of the Lincoln Business 
College, Lincoln, Neb., and studied account­
ing in several schools. After a period of 
employment with the bureau of internal 
revenue at Washington, Mr. Kendrick be­
came associated with R. G. Rankin & Co. at 
New York, in 1917. He is now a partner of 
Wayne Kendrick & Co.
Mr. Kendrick served on the committee on 
meetings in the year 1924-1925 and was 
chairman of that committee in 1928. He 
was a member of council from 1929 to 1934. 
In 1933 he served on the committee on nom­
inations and in 1934 on the committee on 
federal legislation. In 1934 he was ap­
pointed chairman of the special committee 
on cooperation with the N. R. A. From 
1932 to 1935 he served on the special com­
mittee on development of the Institute.
W il l ia m  A. P a t o n , Member o f  c o u n c il (5  
years).
Professor Paton, a member of the Insti­
tute since 1931, is a native of Calumet, Mich., 
where he was bom in 1889, and now makes 
his home at Ann Arbor.
He is a partner of the firm of F. E. Ross 
& Co., and is also professor of economics in 
the college of literature, science and the arts
of the University of Michigan, as well as 
New York Alumni professor of accounting 
in the school of business administration. He 
is the author of a number of texts on ac­
counting and prepared the treatise, Corpo­
rate Profits as Shown by Audit Reports, 
recently published by the National Bureau 
of Economic Research with the cooperation 
of the American Institute of Accountants.
He served on the Institute’s committee on 
education from 1931 to 1934. As chairman 
of this committee in 1933, he served on the 
special committee on development of ac­
counting principles.
He is a member of the American Economic 
Association, the American Association of 
University Instructors in Accounting, the 
Michigan Association of Certified Public Ac­
countants and other organizations.
M a u r ic e  E. P e lo u b e t , Member of council
(5 years).
Mr. Peloubet has been very active in the 
work of the Institute and other professional 
accounting organizations in recent years.
A native of Chicago, he was educated at 
public grammar and high schools and at­
tended the school of commerce, accounts and 
finance of New York University. He is a 
partner of Pogson, Peloubet & Co., New 
York, and resides in East Orange, N. J.
During his attendance at the university, 
Mr. Peloubet was employed by Price, Water­
house & Co. In 1919 he became associated 
with Pogson, Peloubet & Co.
Mr. Peloubet was admitted to the Insti­
tute in 1920. He served on the special com­
mittee on definition of earned surplus, the 
committee for placements and as chairman 
of the committee on state legislation. He 
was auditor in the year 1926-1927 and has 
been chairman of the board of examiners 
since 1932.
Mr. Peloubet is also a member of the New 
York State Society of Certified Public Ac­
countants, the New Jersey Society of Certi­
fied Public Accountants and the National 
Association of Cost Accountants. He was 
president of the New Jersey society for two 
terms.
He was a member of the executive com­
mittee of the International Congress on Ac­
counting held at New York in 1929 and was 
a delegate to the International Congress on 
Accounting held at London in 1933.
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C. Oliver W elling ton , Member of council
(5 years).
Mr. Wellington, a charter member of the 
Institute, has been among its most active 
members. He is a native of Belmont, Mass., 
and a graduate of Harvard University.
He has been engaged in the practice of 
accountancy and management engineering 
since 1907, being associated for twenty-five 
years with the firm of Scovell, Wellington & 
Co., of which he is a partner.
Mr. Wellington was a member of the In­
stitute's committee on education from 1919 
through 1922, being chairman in the year
1921-1922. From 1921 through 1923 he 
served on the committee on professional ad­
vancement. He has also served on the spe­
cial committee on public affairs, the special 
committee on federal securities act and the 
special committee on development of ac­
counting principles, and has been chairman 
of the special committee on natural business 
year, the special committee on appointment 
of auditors, the special committee on public 
relations and the special committee on co­
operation with securities and exchange com­
mission. He has served for two years on the 
board of examiners and five years on the 
council.
Mr. Wellington is a certified public ac­
countant of New York and Massachusetts. 
He is a member of the National Association 
of Cost Accountants, the American Society 
of Mechanical Engineers, the Association of 
Consulting Management Engineers and the 
New York State Society of Certified Public 
Accountants.
Charles F. R it t e n h o u se , Member o f  coun­
cil (1  y e a r ) .
Mr. Rittenhouse entered active practice of 
accountancy after teaching the subject for 
fifteen years.
He was bom in Ohio and received his 
early education, both preparatory and col­
lege, in that state. After completing his for­
mal education, he taught in private schools 
and colleges.
Mr. Rittenhouse became a certified public 
accountant of Massachusetts in 1915 and en­
tered practice on his own account in 1919. 
He now has several partners in the firm of 
Charles F. Rittenhouse & Co.
He has been a member of the Massachu­
setts board of registration of certified public 
accountants for the past ten years and is 
now its chairman. He has served as presi­
dent of the Massachusetts Society of Certi­
fied Public Accountants.
He is a charter member of the Institute 
and has participated extensively in its vari- 
ious activities. He has served as chairman 
of the committee on arbitration and the com­
mittee on professional ethics, and as a mem­
ber of the special committee on procedure, 
the special committee on cooperation with 
bankers and the special committee on de­
velopment of accounting principles. He was 
a member of the council from 1930 to 1935 
and for two years of that time served on 
the executive committee.
George M. T h o m pso n , Member of council
(1 year).
Mr. Thompson was born at Leeds, Eng­
land, in 1890 and came to the United States 
in 1913. His home is at Los Angeles, where 
he practises under the firm name of George 
M. Thompson & Associates.
He has served as president of the Los 
Angeles chapter of the California State So­
ciety of Certified Public Accountants and as 
vice-president of the California state society, 
of which he is now a director. He was for 
three years a member of the California state 
board of accountancy.
He became a member of the American In­
stitute in 1932.
E d w in  H. W agner, Member of council (1
year).
Mr. Wagner was bom at Laramie, Wyo., 
in 1873 and received his formal education at 
Regis College, near Denver, Wyoming State 
University and the law school of Washing­
ton University, at St. Louis.
He lectured on accounting at the school of 
commerce and finance of St. Louis Univer­
sity from 1914 to 1922. From 1915 to 1919 
he was a member of the firm of Wester­
mann, Trader & Co., and practised on his 
own account from 1919 until 1923, when he 
merged his practice with that of Touche, 
Niven & Co., becoming a partner of the 
firm.
Mr. Wagner has served on the Institute’s 
special committee on public affairs, the com­
19
Bulletin of American Institute of Accountants
mittee on nominations, the special committee 
on cooperation with bankers and the special 
committee on inventories. He was chairman 
of the committee on credentials in 1923-1924 
and of the special committee on financing 
the bureau of public affairs in 1926-1927. 
He was a member of the council in the year 
1926-1927.
Mr. Wagner is a past president of the 
Missouri Society of Certified Public Ac­
countants. He served for five years as a 
member of the Missouri state board of ac­
countancy.
W ar r en  W. N is s l e y , Auditor.
Mr. Nissley was bom at Middletown, Pa., 
and is a graduate of Princeton university. 
He is now a resident of New York and is a 
general partner in the firm of Arthur Young 
& Co.
He is a member of the New York State 
Society of Certified Public Accountants and 
has participated in the work of its commit­
tees from time to time. He has been chair­
man of the society’s committee on education 
and a member of the committee on coopera­
tion with bankers and other credit grantors. 
He has also been a director of the society.
Mr. Nissley became a member of the In­
stitute in 1925. He was chairman of the 
special committee for placements for a num­
ber of years and since 1932 has been a mem­
ber of the board of examiners. He was a 
member of the special committee on inven­
tories in the year 1933-1934, and is now 
serving a second year on the committee on 
education. He was elected auditor in 1934.
R u s s e l l  G. R a n k i n , Auditor
Mr. Rankin was bom at Omaha, Neb., in 
1888, and now resides at New York where 
he is partner of the firm of R. G. Rankin 
& Co.
He was educated in law at National Uni­
versity, Washington, D. C., and holds C. P. 
A. certificates from the District of Columbia 
and several states. He is a past president 
of the District of Columbia board of ac­
countancy.
Mr. Rankin became a member of the In­
stitute in 1919. In 1924 he was elected audi­
tor, and in 1931 was appointed to the com­
mittee on arbitration.
INSTITUTE REPRESENTED AT MEETINGS 
OF OTHER SOCIETIES
T e x a s  S o c ie t y
As reported in the October issue of 
the Bulletin, the Institute was officially 
represented at the annual meeting of the 
Texas Society of Certified Public Ac­
countants, held on October 10th and 
11th at the Plaza hotel, San Antonio, by 
Anson Herrick, of San Francisco, mem­
ber of council.
Mr. Herrick delivered a paper on 
“ The social security act” at the after­
noon session of October 10th. Other 
speakers on that day were Victor Keller, 
assistant city attorney of San Antonio, 
who represented the mayor in making 
an address of welcome, Judge Perry S. 
Robertson, who spoke on “ Accounting 
and government,” and C. Aubrey 
Smith, associate professor of accounting 
at the University of Texas, who dis­
cussed “ Accounting practice and the 
securities and exchange commission.” 
The sessions on October 11th were 
devoted to transaction of business of the 
society. The following officers were 
elected: P. G. Rodgers, of San Antonio, 
president; Clifton H. Morris, of Fort 
Worth, vice-president; C. F. Milledge, 
of Houston, secretary-treasurer; and 
Leon O. Lewis, of San Antonio; Frank 
L. Wilcox, of Waco, T. W. Noble, of 
Houston, J. G. Bixler, of El Paso, Les­
lie Nye, of Dallas, and Lyle Sproles, of 
Fort Worth, directors.
Following the meeting many of those 
in attendance went on an automobile ex­
cursion to Monterrey, Mexico, for the 
week-end.
T a n n e r s ’s  C o u n c il
Maurice E. Peloubet, of New York, 
member of council and chairman of the 
board of examiners of the Institute, was 
a guest speaker at the annual meeting 
of the Tanners’s Council of America, 
held at Chicago, October 24th and 25th.
Mr. Peloubet delivered a paper en­
titled “ A practical inventory method 
for the tanning industry,” in which he 
advocated the “ normal stock” or “ last- 
in, first-out” method.
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ATTENDANCE AT ANNUAL MEETING
Following are the names of members 
and others attending the annual meeting 
of the American Institute of Account­
ants at Boston:
A r k a n sa s
H. W. Hennegin, Little Rock.
Archie Y. McDuffie, Little Rock.
California
John F. Forbes, San Francisco.
Walter B. Gibson, Los Angeles.
Anson Herrick, San Francisco.
Phillip A. Hershey, San Francisco.
George R. Keast, San Francisco.
Norman L. McLaren, San Francisco.
J. B. Scholefield, Los Angeles.
Frank G. Short, San Francisco.
George M. Thompson, Los Angeles.
*George E. Walling, Los Angeles.
A. J. Watson, San Francisco.
Colorado 
Clem W. Collins, Denver.
C onnecticut
Charles F. Coates, Hartford.
Edwin B. Hathaway, Hartford.
J. William Hope, Bridgeport.
Walter A. Musgrave, Hartford.
Lewis Sagal, New Haven.
Leonard M. Troub, Hartford.
D elaware
Harry J. Mack, Wilmington.
D istrict  of Colum bia
Spaulding F. Glass, Washington.
Wayne Kendrick, Washington.
Durand Springer, Washington.
Georgia
*Walter C. Askew, Savannah.
M. H. Barnes, Savannah.
William H. James, Atlanta.
William F. Loflin, Columbus.
Edward Richardson, Atlanta.
I llin o is
Arthur Andersen, Chicago.
Frederick B. Andrews, Chicago.
Robert O. Berger, Chicago.
* Non-member.
*Eleanor Berger, Chicago.
William B. Castenholz, Chicago. 
Arthur C. Droegemueller, Chicago. 
Fred J. Duncombe, Chicago.
A. Himmelblau, Chicago.
Eric L. Kohler, Chicago.
Charles H. Langer, Chicago.
Homer L. Miller, Chicago.
James P. McGregor, Chicago. 
Charles Passmore, Chicago.
William F. G. Ross, Chicago. 
George W. Rossetter, Chicago. 
George Y. Rountree, Chicago. 
Lawrence W. Scudder, Chicago. 
Cyril Talbot, Chicago.
Archibald F. Wagner, Chicago.
C. R. Whitworth, Chicago.
I n d ia n a
George R. Beeler, Fort Wayne. 
John W. Miller, Indianapolis. 
George S. Olive, Indianapolis.
*George S. Olive, Jr., Indianapolis. 
James C. Olive, Indianapolis.
Troy G. Thurston, Indianapolis.
I owa
Maurice E. Brooks, Dubuque.
K en t u c k y  
George F. Meldrum, Louisville.
L o u isia n a
John F. Hartmann, New Orleans. 
Archie M. Smith, New Orleans.
M a in e
Harold C. Jordan, Portland.
Homer A. Sargent, Woodland.
M aryland
Charles W. Hatter, Baltimore. 
•Mrs. Elmer L. Hatter, Baltimore. 
Herbert L. Langrall, Baltimore. 
Ernest E. Wooden, Baltimore.
M a ssa ch usetts
Carl A. Bader, Boston.
*Doris Bailey, Boston.
Karl W. Baker, Boston.
Solomon R. Baker, Worcester. 
Thomas Y. Barb, Boston.
Arthur P. Batchelder, Boston. 
Roscoe H. Belknap, Boston.
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C. W. Bennett, Boston.
H. C. Bentley, Boston.
Eugene G. Boutelle, Boston. 
William Boynton, Boston.
Walter E. Brown, Boston.
James H. Cave, Boston.
Richard S. Chamberlain, Boston.
*Norman B. Chandler, Boston. 
Arthur T. Chase, Boston.
Harvey S. Chase, Boston.
John F. Clarke, Boston.
Daniel F. Condon, Boston.
J. Chester Crandell, Boston.
Pitt W. Danforth, West Newton. 
Irwin S. Decker, Boston.
Louis E. Densmore, Boston. 
Schuyler Dillon, Boston.
*Hans Eberhard, Boston.
*Margaret K. Elliott, Boston. 
William L. Esterberg, Worcester. 
William Fagell, Boston.
Frank J . Farrey, Worcester. 
Stanley G. H. Fitch, Boston.
F. Richmond Fletcher, Boston. 
Earle M. French, Boston.
David B. Galloway, Boston.
J. Edward Gibson, Boston.
James D. Glunts, Boston.
Walter J. Goggin, Boston. 
Archibald C. Gove, Boston.
Ernest H. Griswold, Boston. 
Christopher Haworth, Boston.
N. Cary Hayward, Boston.
Percy M. Hendrie, Boston.
*Benjamin Holgate, Lowell. 
Harold T. Houston, Lawrence. 
Elliott B. Hughes, Boston.
Harold A. Humphrey, Boston. 
Albert E. Hunter, Boston.
Ralph K. Hyde, Boston.
Robert O. Imper, Boston.
Anthony Jaureguy, Boston.
*Philip W. Johnson, Boston. 
William W. Johnston, Springfield.
*Joseph A. Keefe, Boston.
*Carl T. Keller, Boston.
Ethel S. Kingman, Boston.
*Leopold Koallick, Boston.
Louis Kremer, Haverhill.
Elmer G. Kumblad, Springfield. 
Elwin MacLeod, Boston.
Harvard L. Mann, Boston.
*Charles E. Mason, Boston.
Charles E. Masters, Boston.
* Non-member.
J. Edward Masters, Boston. 
Robert McArthur, Boston. 
William J. McAvoy, Boston. 
*Margaret Michie, Boston. 
Harold A. Mock, Boston.
Francis E. Moore, Boston. 
William C. Morgan, Boston. 
Orlando C. Moyer, Boston.
W. Webster McCann, Boston. 
Edward J. McDevitt, Boston. 
*John J. McIsaac, Boston.
Frank J. McManus, Boston. 
*Harold J. McManus, Boston. 
George J. Nelson, Boston. 
Walter J. O’Donnell, Worcester. 
Frederick L. Patton, Boston. 
*Atlee L. Percy, Boston.
Ralph S. Perkins, Boston. 
Donald P. Perry, Boston.
Hazen P. Philbrick, Boston. 
Ferdinand M. Pitner, Boston. 
Maurice Potter, Boston.
A. P. L. Prest, Boston.
*Edwin L. Pride, Boston.
*E. Ober Pride, Boston.
F. W. Reynolds, Boston.
James H. Richardson, Boston. 
Arthur L. Risley, Boston.
Charles F. Rittenhouse, Boston. 
•Henry W. Robbins, Boston.
W. H. S. Rogers, Boston.
*James K. Sanborn, Boston.
*David B. Saunders, Boston. 
Philip Saunders, Jr., Boston.
H. Hollis Sawyer, Boston.
*Doris E. Sawyer, Boston.
W. J. Shield, Boston.
Richard D. Seamans, Boston. 
Samuel Soloman, Boston.
*Herbert A. Stebbins, Boston.
F. R. Carnegie Steele, Boston. 
C. A. Stetson, Boston.
J. Harold Stewart, Boston. 
Homer N. Sweet, Boston.
L. I. Swindell, Boston.
Harold S. Treworgy, Springfield. 
Donald L. Trouant, Boston. 
Herbert E. Tucker, Boston.
*Mrs. Charles Tuttle, Boston. 
James D. Vaughan, Boston. 
Norman H. S. Vincent, Boston. 
*E. Stanton Wales, Boston.
*Harry W. Wallis, Worcester.
*Ruth M. Welton, Boston.
*Stanley W. White, Boston.
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Warren H. White, Boston.
Mary E. Wilcox, Fall River. 
Raymond D. Willard, Boston.
James Willing, Boston.
George A. Wilson, Boston.
Theodore F. Woodward, Springfield. 
Walter C. Wrye, Boston.
Arthur W. Yardley, Boston.
M ich ig an  
William H. Ball, Detroit.
James W. Bartrop, Detroit.
Marx P. Rosenthaler, Detroit. 
Donald M. Russell, Detroit.
Charles T. Wheeler, Muskegon.
*Mina E. Wind, Detroit.
Merle A. Yockey, Detroit.
M in n e so t a  
William C. Bechert, Minneapolis. 
John P. Cash, Minneapolis.
Stanley C. Coward, Minneapolis.
M isso uri 
Benjamin T. Enloe, St. Louis. 
Edward Fraser, Kansas City. 
Proctor H. Kerr, Kansas City.
E. G. H. Kessler, St. Louis.
B. F. McMorris, University City.
J. H. O’Connell, St. Louis.
August J. Saxer, St. Louis.
Jeff K. Stone, St. Louis.
Edwin H. Wagner, St. Louis.
M o nta na  
Roscoe L. Thomas, Butte.
N e w  H a m psh ir e
*Arthur O. Potter, Nashua.
N ew  J ersey  
James J. Hastings, Newark.
Charles L. Hughes, Newark.
James F. Welch, Paterson.
Daniel A. Young, Glen Ridge.
New York
E. A. Ashdown, New York.
Harold B. Atkins, New York. 
George P. Auld, New York.
A. S. Banks, New York.
A. Henry Baum, New York.
Arthur G. Baumgartner, New York. 
Harold E. Bischoff, New York.
Erik J. Blomqvist, New York. 
Archibald Bowman, New York.
* Non-member.
Percival F. Brundage, New York. 
Harold R. Caffyn, New York.
Eric A. Camman, New York.
James B. Campbell, New York.
*John L. Carey, New York.
A. H. Carter, New York.
George Cochrane, New York. 
Edmund A. Clarke, New York. 
Walter A. Cooper, New York. 
William D. Cranstoun, New York. 
W. Sanders Davies, New York. 
Walter N. Dean, New York. 
Douglas Dewar, New York.
F. W. Earnhardt, New York. 
William Eyre, New York.
A. S. Fedde, New York.
Henry B. Fernald, New York.
O. S. Fishbach, New York.
William B. Franke, New York.
J. P. Friedman, New York.
Edmund C. Gause, New York. 
George Geekie, New York.
Joseph Gill, New York.
P. W. R. Glover, New York.
James Hall, New York.
Raymond J. Hannon, Troy.
Harold B. Hart, New York.
F. W. Hawley, New York.
W. T. Hazelton, New York.
T. B. G. Henderson, New York. 
James F. Hughes, New York. 
Frederick H. Hurdman, New York. 
George C. Hurdman, New York. 
Max A. Kenyon, New York.
Roy B. Kester, New York.
Arthur R. Janes, New York. 
Thomas J. King, New York.
Paul K. Knight, New York.
Martin Kortjohn, New York.
E. A. Kracke, New York.
H. William Larson, New York. 
Edwin E. Leffler, Buffalo.
Jack B. Lieben, New York.
William M. Lybrand, New York. 
John T. Madden, New York.
Fred L. Main, New York.
C. E. Mather, New York.
George O. May, New York.
John F. McCabe, New York.
W. D. McGregor, New York.
Henry E. Mendes, New York. 
Herman J. Meyer, New York. 
Philip N. Miller, New York.
E. H. Moeran, New York.
Robert H. Montgomery, New York.
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Harold S. Morse, New York. 
Alexander B. Neill, New York.
Oscar L. Niles, Rochester.
Warren W. Nissley, New York.
John B. Niven, New York.
Lewis M. Norton, New York.
Charles Ondrick, New York.
I. Graham Pattinson, New York.
M. E. Peloubet, New York.
David B. Peter, New York.
Knox B. Phagan, New York.
Gabriel A. D. Preinreich, New York. 
*A. P. Richardson, New York. 
Edward Simone, New York.
Harold B. Simpson, New York.
Prior Sinclair, New York.
*Charles M. Smith, New York. 
Frank W. Smith, New York.
Rodney F. Starkey, New York. 
Walter A. Staub, New York. 
Andrew Stewart, New York.
W. C. R. Stirton, Brooklyn.
Philip Suffern, New York.
Elmer L. Sutherland, New York. 
Arthur W. Teele, New York.
R. E. Thorn, New York.
C. Oliver Wellington, New York. 
William H. West, New York.
J. R. Wildman, New York.
Arthur Young, New York.
Daniel A. Young, New York.
N orth  Carolina
Charles E. Elberson, Winston Salem.
Oh io
F. C. Brubaker, Cleveland.
John D. Cherrington, Cincinnati.
Berl G. Graham, Cincinnati.
H. G. Slagle, Cleveland.
William J. Taylor, Cleveland.
Hugh E. Wall, Dayton.
Robert E. Warren, Cleveland.
H. W. Weiss, Cincinnati.
Ok laho m a
Virgil S. Tilly, Tulsa.
T. Dwight Williams, Oklahoma City.
Oregon
Louis D. Kork, Portland.
P e n n sy l v a n ia
J. N. Aitken, Philadelphia.
Richard H. Butler, Philadelphia.
F. P. Byerly, Philadelphia.
Will-A. Clader, Philadelphia. 
Stanley Dearden, Philadelphia. 
Hugh J. Evans, Philadelphia. 
Horace P. Griffith, Philadelphia. 
John Hood, Jr., Philadelphia. 
John F. Kerslake, Philadelphia. 
Daniel J. Madorno, Philadelphia. 
William R. Main, Philadelphia. 
William F. Marsh, Pittsburgh. 
Frederick Martin, Philadelphia. 
John K. Mathieson, Philadelphia. 
Charles W. Neumoyer, Easton. 
Joseph J. Pugh, Philadelphia. 
Joseph M. Pugh, Philadelphia. 
Charles S. Rockey, Philadelphia.
T. Edward Ross, Philadelphia. 
Francis Small, Philadelphia. 
Clarence L. Turner, Philadelphia. 
William R. Winn, Williamsport.
F. B. Wolfe, Pittsburgh.
John H. Zebley, Philadelphia.
R hode I sland
Joel D. Austin, Providence.
George B. Clegg, Providence. 
Chester R. Union, Providence. 
Alfred P. Ward, Providence.
Te n n e s s e e
Oliver P. Cobb, Memphis.
Harry M. Jay, Memphis.
Texas
George Armistead, Houston. 
Charles M. Grider, El Paso.
J. E. Hutchinson, Jr., Dallas.
C. F. Milledge, Houston.
Albert G. Moss, Dallas.
T. B. Trotter, Houston.
Frank L. Wilcox, Waco.
U t a h
Oscar R. Heppley, Salt Lake City. 
Lincoln G. Kelly, Salt Lake City. 
Clifford G. Snow, Salt Lake City.
V irg inia
William R. Tolleth, Norfolk.
W a sh in g to n
Don S. Griffith, Seattle.
Eustace LeMaster, Spokane.
James M. McConahey, Seattle.
W est  V irg inia
* Non-member. S. Charles Steele, Morgantown.
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ACCOUNTANCY AND THE PRESS
The following are brief excerpts from 
articles referring to the American Insti­
tute of Accountants, which have ap­
peared in the public press during recent 
weeks:
Sales taxes, as enacted by the various 
states, are both politically unpopular and 
difficult to administer, and for these reasons 
probably will not endure as a means of rais­
ing revenue to meet the increasing volume of 
governmental expenditure, it is predicted by 
the Journal of Accountancy, official publica­
tion of the American Institute of Account­
ants, in the editorial columns of its current 
issue.
The Star-Eagle, Newark.
More than 300 certified public accountants 
from New England states are expected to 
attend the nineteenth annual meeting of the 
American Institute of Accountants in Bos­
ton, October 14th to 17th. I t  will be the first 
time for the national organization to meet 
in this section. Headquarters will be at the 
Copley-Plaza hotel. The meeting will draw 
nationally known figures to Boston for dis­
cussions of current problems in government, 
business and accounting.
The Transcript, Boston.
B oston , Oct. 15 (A.P.)—Reduced employ­
ment was forecast today by President Win- 
throp L. Carter, of the New England Coun­
cil, as one of the results of the social security 
act.
Carter, addressing the annual convention 
of the American Institute of Accountants, 
said the social security act, making provision 
for unemployment and pensions, “places an 
enormous cost, payable in cash, on industry. 
This cost puts a hitherto unknown premium 
on labor efficiency and production. Its effect 
will be to cut existing employment to the 
absolute minimum in every well-managed 
industry.”
The Inquirer-Public Ledger, Philadelphia.
B oston , Oct. 15.—What he termed the 
“shocking failure” of business leadership 
was attributed today by Philip Cabot, pro­
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fessor of utility management at Harvard 
University, to a lack of a national point of 
view and blindness to the national welfare.
Addressing the American Institute of Ac­
countants, he said:
“Business and government have forgotten 
that they are servants instead of masters and 
have failed to produce a stable and progres­
sive society.”
The Times, New York.
B oston , Oct. 17 (A.P.)—Robert H. Mont­
gomery, of New York City, was elected pres­
ident of the American Institute of Account­
ants at the annual convention here today. 
The vice-presidents elected were: William
B . Franke, of New York, and Norman L. 
McLaren, of San Francisco. Other officers 
elected included: treasurer, Arthur W. Teele, 
of New York; auditors, Warren W. Nissley 
and R. G. Rankin, both of New York; coun­
cil members, Arthur H. Carter, P. W. R. 
Glover, Maurice E. Peloubet and C. Oliver 
Wellington, all of New York.
The Herald-Tribune, New York.
B oston , Oct 17 (A.P.)—High praise for 
the personnel of the securities and exchange 
commission was voiced today at the conclud­
ing meeting of the convention of the Ameri­
can Institute of Accountants.
Ralph T. Crane, president of the Invest­
ment Bankers Association of America, said 
the appointment of a committee of invest­
ment bankers to cooperate with the S. E. C. 
was “a great step forward” and “should 
result in much good for both the investment 
banker and the public.”
The Times, New York.
More than 500 members of the American 
Institute of Accountants closed their three- 
day convention at the Copley-Plaza hotel 
last night with a banquet and dance. The 
speakers were the Rev. Dr. Arthur Lee Ban- 
solving, rector of Trinity Church; H. An­
thony Dyer, Providence, painter, and George 
Armistead, of Dallas, Texas, retiring presi­
dent of the organization.
The Herald, Boston.
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STATE SOCIETY AWARD 
FOR SCHOLARSHIP
Theodore G. Anderson, of San Fran­
cisco, who was recently awarded the 
Elijah Watt Sells prize given each year 
by the Institute to the candidate receiv­
ing the highest grades in the Institute’s 
examinations, has also been awarded the 
John F. Forbes medal, presented by the 
California State Society of Certified 
Public Accountants to the candidate re­
ceiving the highest grades in the C.P.A. 
examinations in that state. The medal 
was presented by William Dolge, in the 
name of the society, at a meeting of the 
San Francisco chapter on October 16th.
UNIVERSITY INSTRUCTORS 
IN ACCOUNTING
The American Association of Uni­
versity Instructors in Accounting will 
hold its twentieth annual meeting at the 
Commodore hotel, New York, on De­
cember 27th-28th. There will be three 
sessions devoted, respectively, to ac­
counting and the “ New Deal,” account­
ing theory, and accounting for non-profit 
organizations.
T. H. Sanders, professor at Harvard 
university, who has acted during the 
past year as a member of an advisory 
accounting committee of the securities 
and exchange commission, will be the 
principal speaker at the first session.
Henry R. Hatfield, professor at the 
University of California, A. C. Little­
ton, professor at the University of Illi­
nois, and William M. Cole, professor at 
Harvard University, will discuss phases 
of accounting theory at the second ses­
sion.
At the third session, C. R. Rorem and 
others will present papers on the ac­
counting problems of hospitals, colleges, 
universities and municipal bodies.
It is planned to honor all past presi­
dents of the association at the annual 
dinner. John R. Wildman, the first 
president of the association, will pre­
side on this occasion.
MEETINGS AND ELECTIONS
A rizona
The annual meeting of the Arizona So­
ciety of Certified Public Accountants was 
held at the Hotel Adams, Phoenix, on Octo­
ber 25th and 26th. Officers elected are; 
Claude C. Harmon, of Prescott, president; 
James A. Smith, of Phoenix, vice-president; 
Richard S. Condit, of Prescott, secretary; 
Dixon Wagerberg, of Prescott, treasurer, 
and Jessie Redding, of Phoenix, auditor.
The first session of the meeting was de­
voted largely to discussion of independent 
audits of municipalities and of corporations 
marketing securities in the state of Arizona. 
I t  was resolved that members of the society 
should make an effort to determine what 
popular support there may be for inde­
pendent auditing of the accounts of munici­
pal officers and report their findings to the 
society for further discussion. The mem­
bers heard a proposal that a law be enacted 
requiring the annual publication of certified 
financial statements by all corporations 
registered to do business in Arizona.
The principal speaker at the second ses­
sion was Melvin D. Wilson, attorney and 
certified public accountant of California, 
who spoke on "Some phases of federal taxa­
tion.” He dealt principally with the revenue 
act of 1935.
The suggestion that a plan be devised 
whereby students of accounting in colleges 
of the state may be given practical expe­
rience in the offices of practising accountants 
was considered and it was decided to discuss 
the matter with college authorities.
The meeting was concluded with an in­
formal dinner dance at which Fred Wilson, 
Phoenix city manager, was the speaker,
Colorado
At the annual meeting of the Colorado 
Society of Certified Public Accountants, held 
September 13, 1935, the following officers 
were elected for the ensuing fiscal year: Wil­
liam B. Paul, of Denver, president; E. H. 
Alsfasser, of Denver, vice-president; Stan­
ley Y. Davies, of Denver, secretary-treas­
urer, and Thomas E. Stanley, of Denver, 
assistant secretary-treasurer. The follow­
ing directors were elected: Clem W. Collins,
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of Denver; Ralph B. Mayo, of Denver; 
Harry W. Nelson, of Denver, and Turner
S. Underwood, of Pueblo.
N e w  Y ork
The thirteenth annual fall conference of 
the New York State Society of Certified 
Public Accountants was held at the Wal­
dorf-Astoria hotel on October 28th. Topics 
of discussion were accounting machinery, 
unemployment insurance and the current 
economic situation.
At the morning session, William R. 
Donaldson, former deputy controller of the 
city of New York, described the use of ac­
counting machinery in municipal accounting. 
Charles J . Maxcy presided.
The afternoon session was devoted to dis­
cussion of the unemployment insurance law 
of the state of New York. Herman A. Gray, 
chairman of state advisory council on un­
employment insurance, discussed the philoso­
phy behind the act and what it is intended 
to accomplish. Glenn A. Bowers, director of 
the division of unemployment insurance, 
dealt with problems of its administration. 
Harry K. Herwitz, controller of the division, 
discussed questions which have arisen in the 
work of certified public accountants for cli­
ents affected by the act. Leo Mattersdorf 
and Joseph Getz were co-chairmen at this 
session.
Marcus Nadler, research director of the 
Institute of International Finance, conducted 
by the Investment Bankers Association of 
America, was the principal speaker at the 
evening session. He gave " Views of the cur­
rent economic situation.” John T. Madden 
presided.
N orth  Carolina
Discussion of the social security act by 
Thomas H. Eliot, general counsel for the 
social security board, and election of officers 
were the principal events at the sixteenth 
annual meeting of the North Carolina Asso­
ciation of Certified Public Accountants, held 
on October 25th and 26th at Winston-Salem.
The officers elected are: George B. Poole, 
of Raleigh, president; Charles E. Elberson, 
of Winston-Salem, vice-president; George
E. Wood, of Charlotte, secretary, and Leslie 
A. Heath, of Charlotte, treasurer.
The meeting opened on October 25th with 
round-table discussion of “The bank credit 
department and the accountant,” led by Paul
N. Montague. Discussion on “Fraud detec­
tion” was conducted by T. D. Meriwether. 
At the evening session, John M. Brown, of 
Winston-Salem, discussed topics of the day 
and Mr. Eliot made his address.
The second day of the meeting was de­
voted to election of officers and transaction 
of other business.
Ohio
The annual meeting of the Ohio Society 
of Certified Public Accountants was held at 
the Miami Valley golf club, Dayton, Septem­
ber 26th to 28th. The following officers were 
elected for the ensuing year: Hermann C. 
Miller, of Columbus, president; Vernon J . 
Moore, of Cleveland, vice-president, and 
Harry Cuthbertson, of Dayton, secretary- 
treasurer.
The meeting opened on September 26th 
with an address of welcome by Charles J. 
Brennan, mayor of the city of Dayton. Mr. 
Miller responded as president of the society. 
This was followed by an address by Walter 
M. Simpson, director of the diagnostic and 
research laboratories of the Miami Valley 
hospital, on “The lost art of conversation.”
The business session of the meeting was 
held on the morning of September 27th. In  
the afternoon of this day there was discus­
sion of various topics, as follows: "Finan­
cial statements for credit purposes,” from 
the viewpoint of the banker, by George R. 
Gaskell, Dayton banker, and from the view­
point of the accountant, by Cyril H. Wide­
man, of Toledo; “Office procedure relating 
to fees,” by Abner J. Starr, of Cincinnati, 
and “Office procedure relating to collection 
methods,” by Leo J . Bouchard, Dayton 
credit man. Jacob B. Taylor, of Columbus, 
presided at this session.
The annual banquet was held on the eve­
ning of September 27th, with Mr . Miller 
presiding. John L. Lovett, general manager 
of the Michigan Manufacturer’s Association, 
made an address on “Recent federal legisla­
tion and its relation to industry.” There was 
then the election of officers and the presenta­
tion of the prizes to the winners of the 
annual golf tournament held on that morn­
ing.
The meeting closed at noon on September 
28th, following discussion on “Estate ac­
counting” by Virgil Stewart, of Toledo, and 
“Tax problems and procedure” by Karl K. 
Morris of Cleveland.
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V ir g in ia
The twenty-sixth annual meeting of the 
Virginia Society of Public Accountants was 
held at the Homestead hotel, Hot Springs, 
on September 6th and 7th. The following 
officers were elected for the ensuing year: 
Alfred N. Hilton, Norfolk, president; Hugh 
L. Dickerson, of Richmond, vice-president, 
and Emmett P. Dallas, of Norfolk, secretary 
and treasurer.
Colonel Richard G. Stokes, of Covington, 
was guest speaker at the annual banquet on 
the evening of September 6th.
W est  V irgin ia
The West Virginia Society of Certified 
Public Accountants held its annual meeting 
at the Windsor hotel, Wheeling, on October 
25th.
Officers elected for the ensuing year are:
H. S. Hutzell, of Wheeling, president; Louis
F. Tanner, of Morgantown, first vice-presi­
dent; J. E. Beatty, of Huntington, second 
vice-president; Norman S. Fitzhugh, of 
Charleston, treasurer, and Harry R. Howell, 
of Charleston, secretary.
ANNOUNCEMENTS
Price, Waterhouse & Co., of Paris, an­
nounce the admission of Thomas W. Webster 
to partnership in the continental practice of 
the firm.
H. C. Anderson, of Washington, D. C., 
has been appointed a member of the sub­
committee on parking of the traffic commit­
tee of the Washington board of trade.
Thomas W. Byrnes, of New York, is the 
author of an article entitled “The auditing 
laboratory at Columbia university,” which 
appeared in the (September issue of the 
Accounting Review.
Harvey S. Chase, of Boston, is the author 
of an article entitled "Are bank deposits 
money?” which appeared in the September 
issue of the Bankers Magazine.
William H. Compton, of Trenton, is the 
author of a pamphlet, Bank Budgeting, re­
cently published.
Joseph C. Fuller, of Little Rock, spoke at 
a meeting of the Life  Underwriters Club of 
Little Rock, October 18th, on “Business life- 
insurance from the accountant’s viewpoint.”
IT. S. Greene, of Binghamton, N. Y., spoke 
at a meeting of the Binghamton Kiwanis 
Club, October 24th, on "Federal and state 
taxes.”
I. B. McGladrey, of Cedar Rapids, has 
been elected to the board of directors of the 
Cedar Rapids chamber of commerce.
John W. Miller, of Indianapolis, spoke at 
a meeting of the Indiana Bankers Associa­
tion at Turkey Run state park, Indiana, 
October 9th, on “Audits and credit files.”
Robert H. Montgomery, of New York, has 
accepted the chairmanship of the accounting 
division of the United Hospital Campaign 
Committee of New York.
Maurice Potter, of Boston, addressed 
members of the Boston Lions Club on “What 
is a certified public accountant?” at a meet­
ing on October 3rd.
W. F. G. Ross, of Chicago, has been elected 
a director and chairman of the finance com­
mittee of the recently organized community 
chest of Highland Park, Ill.
H. T. Scovill, of Urbana, Ill., has been ap­
pointed consulting accountant to the Reset­
tlement Administration, at Washington.
E. S. Woolley, of New York, addressed 
members of the New York Financial Ad­
vertisers on “Costs and their relation to ad­
vertising,” at a meeting at the Lawyers 
Club, New York, on October 24th.
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AMERICAN INSTITUTE OF ACCOUNTANTS
ADJOURNED MEETING, JANUARY 6TH
Members of the Institute are reminded 
that the adjourned annual meeting of 
the Institute will reconvene at the Shore­
ham hotel, Washington, D.C., at 10 a.m ., 
January 6, 1936. The special committee 
on cooperation with other organizations, 
which has been giving consideration to 
the possibility of one national account­
ancy organization, is planning to submit 
a report for consideration at that time.
The president of the Institute urges 
all members who can possibly attend the 
meeting to arrange to do so. The mat­
ters to be considered are of vital impor­
tance to the Institute and to the profes­
sion, and it is earnestly desired that 
there be a representative attendance.
Since there is usually some difficulty in 
obtaining accomodations at Washington 
during this season, members are urged to 
communicate direct with the Shoreham 
hotel, Connecticut avenue and Calvert 
street, as soon as possible, and make any 
desired reservations.
The management of the Shoreham has 
offered special room rates of $4.00 a day 
for single rooms and bath and $6.00 a day 
for double rooms with twin beds and bath, 
for those attending the meeting.
A dvisory  C o u n c il
The president of the Institute has in­
vited presidents of all state societies of 
certified public accountants to attend an 
initial meeting of the advisory council 
of state society presidents, for which pro­
vision is made in article XVI of the 
American Institute of Accountants by­
laws, recently added through amendment 
of the by-laws. The meeting will take 
place at the Shoreham hotel, Washing­
ton, D.C., on January 6, 1936, at 4 p.m. 
A number of state society presidents 
have already indicated that they will at­
tend the meeting or that their societies 
will send representatives in their place. 
Presidents and representatives have been 
invited to attend the adjourned session 
of the Institute’s annual meeting open­
ing at 10 a.m . of the same day.
AMENDMENTS TO BY-LAWS CARRIED
The president of the Institute declared 
effective as of November 19, 1935, pro­
posed amendments to the by-laws of the 
Institute, approved by the members pres­
ent at the annual meeting at Boston on 
October 15th and approved by a majority 
of all the members by mail ballot sub­
mitted under date of October 24th. The 
amendments affect article II, sections 4 
and 5, and article XIII, sections 1, 5 and
7, and also provide for the addition of a 
new article to be numbered article XVI. 
The full texts of the amendments were 
published in the Bulletin of November 15, 
1935. The vote by mail ballot, on which 
the president acted, shows 1044 members 
in favor of all the amendments. The 
largest negative vote against any of the 
three amendments was 93.
EXAMINATION RESULTS
The papers of 445 candidates who sat 
for the Institute's examinations on Nov­
ember 14th and 15th in states which 
have adopted the Institute’s plan of co­
operation have been graded by the Insti­
tute ’s examiners.
The results, as reported to the state 
boards on December, showed that 79% 
were passed in auditing, 63% were passed 
in commercial law, and 36% were passed 
in accounting theory and practice.
At the May, 1935 examinations, 29.2% 
were passed in auditing, 59.7% were 
passed in commercial law, and 18% were 
passed in accounting theory and practice.
Altogether more than 750 candidates 
sat for the Institute’s examinations in 31 
states.
Candidates who plan to submit the re­
sults of these examinations as partial ful­
fillment of the entrance requirement of 
the Institute are the first to receive bene­
fit from the recent amendment of the rules 
of the Institute’s board of examiners, 
whereby candidates passing in accounting 
theory and practice but failing in the 
other two subjects are conditioned in those 
two subjects rather than failed in the en­
tire examination.
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CO-OPERATION WITH S. E. C.
At a meeting at Washington, D. C., 
on November 19th, members of the In ­
stitu te’s special committee on coopera­
tion with the securities and exchange 
commission and members of the commis­
sion discussed the content of a proposed 
new form covering information to be re­
quired in annual reports to the commis­
sion by listed corporations which had 
already filed statements under form 10.
The proposed new form has been ten­
tatively designated as form 10-K. I t  is 
to be used by corporations registered 
under the securities exchange act of
1934.
ANNUAL REPORTS TO STOCKHOLDERS 
FOR 1935
Members of the Institute have in­
quired as to the effect on the form of 
accountants’ reports of the present at­
titude of leading stock exchanges and the 
requirements of the securities and ex­
change commission with respect to an­
nual reports of listed companies, for 
which form 10 has already been filed. 
The special committee on cooperation 
with the securities and exchange com­
mission and the special committee on 
cooperation with stock exchanges have 
reviewed the situation and report as fol­
lows :
The only reports falling under the 
liabilities of the securities exchange act 
of 1934 are those filed with the commis­
sion under the provisions of that act. 
The commission has prescribed the form 
of reports for companies registered on 
exchanges, form 10, and is now draft­
ing a form which it proposes to require 
for the fiscal year following the period 
covered in form 10. I t is expected that 
in general the requirements as to finan­
cial statements and accountants’ certif­
icates in this proposed new form will be 
similar to those in form 10.
On the other hand, there is no re­
quirement that the annual report to 
stockholders, which is filed with the 
stock exchange, need be filed with the 
securities and exchange commission, and
therefore the annual report does not fall 
under the provisions or the liabilities of 
the securities exchange act of 1934. The 
requirements as to form and content of 
annual reports, therefore, are governed, 
in so far as the stock exchanges are con­
cerned, by the listing agreements, which 
usually provide for the submission of 
financial data in the same general form 
as at the time of original listing.
While, therefore, there is no legal re­
quirement that the annual report to 
stockholders conform with the report on 
form 10, or the new form which will ex­
tend this information, there can, of 
course, be no material differences be­
tween them, inasmuch as the balance- 
sheets and income statements are for the 
same period. In  general, it is expected 
that the reports to stockholders will be 
in more condensed form than the reports 
to the securities and exchange commis­
sion, but that no condensation of ma­
terial will be made in such a way as to 
fail to disclose information that is rela­
tively important in each individual case.
W ith reference to the form of finan­
cial statements and of accountants’ 
certificates, the committees call atten­
tion again to the special report dated 
January 16, 1935, of the special com­
mittee on cooperation with the securi­
ties and exchange commission, in which 
no important change is recommended in 
the form of report and certificate out­
lined in the booklet A u dits  of Corporate 
Accounts issued in January, 1934.
The securities exchange act of 1934 
and the forms and regulations promul­
gated thereunder will undoubtedly in­
fluence the submission of annual reports 
in greater detail to the extent that may 
be necesary to disclose essential informa­
tion, but it is not desirable to have the 
annual report in such detail and accom­
panied by so many foot-notes as to be 
confusing rather than helpful.
George L. Tirrell, chief examiner of 
the committee on stock list of the New 
York stock exchange, addressed members 
of the Illinois Society of C. P. A .’s on 
December 3rd, explaining the stock ex­
change’s requirements as to the contents 
of annual reports to stockholders.
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CO-OPERATION WITH FEDERAL 
POWER COMMISSION
The Institute’s special committee on 
public utility act has received from the 
federal power commission a tentative 
draft of a uniform system of accounts 
for licensees and public utilities subject 
to the provisions of the federal water 
power act or the federal power act.
It is now engaged in a study of the 
proposed regulations preparatory to 
making recommendations to the commis­
sion.
LISTINGS IN DIRECTORIES
The Institute has recently been ad­
vised of an incident which may be of in­
terest to certified public accountants in 
all parts of the country.
An accountant in Connecticut sub­
scribed for a listing in a directory which 
was being published privately, appar­
ently for circulation among banks, in­
surance companies, etc. It appears that 
the directory was to contain the names of 
reputable attorneys and accountants in 
various cities. The accountant in ques­
tion paid $8.75 for the listing and was 
told that the directory would be pub­
lished within the next few months. The 
directory never appeared, and the ac­
countant concerned was unable to obtain 
a reply to his communications from the 
publisher to whom he had paid the 
money, although extensive efforts were 
made to trace the publisher.
In the course of the correspondence it 
was learned that the same man had 
solicited subscriptions and had collected 
some money in Boston and Philadelphia, 
as well as in Connecticut. As far as the 
accountant in question could discover no 
one had received a refund, and the direc­
tory has never appeared.
While there are a number of direc­
tories of the type described which are 
produced by reputable publishers, the 
suggestion has been made that no ac­
countant should pay for listing in a di­
rectory with which he is not thoroughly 
familiar without making an investiga­
tion of the company which intends to 
publish it.
MEETING WITH STOCK EXCHANGE 
REPRESENTATIVES
On December 5th the Institute’s spe­
cial committee on cooperation with stock 
exchanges met with representatives of 
the committee on stock list of the New 
York Stock Exchange to discuss prob­
lems which may arise in conjunction 
with annual reports of listed companies 
for the calendar year 1935.
LOBBYIST REGISTRATION BILL
It has been reported to the Institute 
that senate bill 2512, which was still un­
der consideration of the judiciary com­
mittee of the United States house of rep­
resentatives when the first session of the 
74th congress adjourned, will not have 
to be re-introduced when congress again 
convenes but will retain the status which 
it held on adjournment.
Features of this bill, as reported in 
earlier Bulletins, are considered by the 
Institute’s committee on federal legisla­
tion to be inimical to the best interests 
of public accountants practising before 
federal departments and of the clients 
whom they represent. The committee 
was represented at a public hearing on 
the bill on July 20th, and filed a brief at 
that time. It is hoped that its recom­
mendations will be accepted.
S. B. 2512 was reported in the senate 
on May 9th, passed by the senate on May 
28th and referred to the house judiciary 
committee on June 5th.
NEW PRESIDENT OF DOMINION 
ASSOCIATION
The council of the Dominion Associa­
tion of Chartered Accountants has elec­
ted A. B. Shepard, of Toronto, Ontario, 
as president of the Association for the 
year 1935-1936. Mr. Shepard succeeds 
the late Harvey E. Guilfoyle, who died 
suddenly in October, a little more than 
a month after his election as president 
of the Dominion Association.
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NATURAL BUSINESS YEAR
As reported in the Bulletin for No­
vember 15th, the decision was reached 
by representatives of the Institute and 
certain other organizations, at a con­
ference on November 1st, to form a nat­
ural business year council, which would 
sponsor an intensive campaign promot­
ing general adoption of natural fiscal 
periods. The council has been formed 
and the campaign has been initiated.
The Council consists of the following, 
who serve as individuals rather than as 
representatives of the organizations of 
which they are members:
W. C. Batchelder, secretary of the Na­
tional Credit Office, a department of 
Dun & Bradstreet, Inc.
Charles B. Couchman, chairman of 
the Institute’s special committee on nat­
ural business year.
Alvin E. Dodd, executive vice-presi­
dent of the American Management As­
sociation.
W. R. Donaldson, president of the Na­
tional Association of Cost Accountants.
Henry H. Heimann, executive man­
ager of the National Association of 
Credit Men.
Stuart C. McLeod, executive secretary 
of the National Association of Cost Ac­
countants.
Harry Meixell, a director of American 
Trade Association Executives and presi­
dent of Trade Association Executives in 
New York City.
Robert H. Montgomery, president of 
the American Institute of Accountants.
William Walker Orr, secretary of the 
New York Credit Men’s Association.
M. C. Rorty, president of the Amer­
ican Management Association.
Joseph Rubanow, president of the 
New York Credit Men’s Association.
William S. Swingle, comptroller of the 
National Association of Credit Men.
Edward M. Tourtelot, president of 
the Robert Morris Associates.
Alexander Wall, secretary and treas­
urer of the Robert Morris Associates.
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The council has prepared a basic 
statement setting forth the advantages 
of adoption of natural fiscal periods, 
which has been published in the form 
of a four-page pamphlet. Copies of this 
pamphlet have been sent, with appro­
priate covering letters, to all certified 
public accountants of whom the Insti­
tute has record, to members of the 
division of accounts and finance of the 
American Management Association, to 
all branches of the National Credit Of­
fice and of the National Association of 
Credit Men, to all members of the Rob­
ert Morris Associates and to the execu­
tives of 2,500 trade associations.
Articles descriptive of the campaign 
are to be published in the periodicals of 
some of these organizations, and a con­
siderable amount of newspaper pub­
licity has been obtained.
The suggestion has been made to the 
presidents of all state societies of certi­
fied public accountants that they call 
meetings during December with local 
branches of organizations representing 
credit and banking interests, and others 
who may be interested, for discussion of 
plans for local cooperation in the work 
of the national council.
It has also been suggested that each 
state society sponsor the creation of a 
state counterpart of the natural busi­
ness year council, which would serve 
as the local clearing house of informa­
tion supplied by the national body and 
direct, in its locality, the present cam­
paign and a continuing effort in behalf 
of the natural business year over a 
period of time. Steps leading to the 
formation of local councils have already 
been taken in some states.
Hundreds of individual accountants 
have indicated that they will cooperate 
in the movement and have requested ad­
ditional copies of the basic statement for 
distribution.
Much interest has been aroused among 
trade associations, and members are 
urged to use their influence with individ­
ual members of these associations who 
may be among their clients, to initiate 
action leading to official endorsement of 
a natural business year.
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GOVERNMENTAL ACCOUNTING
During the past month, more than
8,000 copies of the pamphlet Accounts 
of Governmental Bodies, prepared by 
the Institute’s special committee on gov­
ernmental accounting, have been dis­
tributed among certified public account­
ants, municipal officers and taxpayers.
Members and associates of the Insti­
tute received copies of the pamphlet 
with the November Bulletin, in which 
announcement was made that extra 
copies were available for distribution. 
Three hundred and sixty copies have 
been requested as a result of that an­
nouncement.
In addition, a copy of the pamphlet 
has been sent to the chamber of com­
merce, or similar organization, in every 
city of the United States having a popu­
lation of 5,000 or more.
Copies were also sent to the execu­
tives of all taxpayers associations and 
municipal leagues of which the Insti­
tute has record—more than 200 organi­
zations. Additional copies for distribu­
tion were offered to each of these organi­
zations. Approximately 1,600 copies 
have been supplied to state and local or­
ganizations of this kind.
The Governmental Research Associa­
tion and the Municipal Finance Officers ’ 
Association have cooperated with the In­
stitute in distributing approximately 650 
copies to their members.
Copies have also been sent to the ad­
visory commitees of all organizations co­
operating in the work of the National 
Committee on Municipal Accounting and 
to the staff of the national committee.
The American Association of Univers­
ity Instructors in Accounting has been 
supplied with more than 400 copies for 
distribution to its members.
As a result of these efforts the com­
mittee has been requested to aid in the 
solution of a number of local problems 
involving the improvement of municipal 
accounting practice.
The distribution of copies of this 
pamphlet has been accompanied by wide­
spread publicity in the public press. 
Many clippings have been received by
the Institute quoting from the pamphlet, 
typical of winch is the following from 
the Chicago Daily N ew s:
Cook county’s muddled accounting prac­
tices may or may not have been an inspira­
tion, but the American Institute of Account­
ants has proposed a six-point plan for ob­
taining proper administration of the fiscal 
affairs of municipalities which is particu­
larly applicable to the affairs here.
The proposal is in the form of recommen­
dations to individual citizens and may be 
summarized briefly as:
1. Take an active and continuous interest 
in the affairs of government.
2. Demand proof of competence on the 
part of those seeking public office and work 
for legislation which will set minimum re­
quirements for positions requiring technical 
ability.
3. Insist on adequate publicity of the 
financial program and operations of every 
government.
4. Insist on adequate independent review 
of the finances of every governmental unit 
by competent auditors.
5. Work for revision of obsolete and im­
perfect laws and regulations which hinder 
the carrying out of sound principles of finan­
cial procedure.
6. Work for cooperative effort of all citi­
zens and civic bodies to bring about a unified 
program of public finance embracing all 
taxing bodies in each community.
Pointing out that there are more than
175,000 governmental units in the United 
States and that every citizen is a “stock­
holder” in one or more of these, the institute 
asserts that no one escapes a share of the ex­
pense of maintaining these various branches 
of government. As an owner, everyone must 
have a reasonable knowledge of the financial 
facts and problems of that business, it is 
contended.
“No business enterprise can be success­
fully carried on without frequent informa­
tion concerning its financial operation and 
candition,” in the opinion of the institute. 
“Its owners are entitled to such information 
regularly. Government is not an exception 
to this rule. In fact, its public nature makes 
the principle all the more significant in its 
case.”
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Suggestions for governmental accounting 
indude a balance-sheet or statement of assets 
and liabilities, drawn up in such a way that 
the condition of each fund will be shown 
clearly; a statement of revenue and expendi­
tures, showing how both compare with the 
budget and showing clearly whether or not 
the revenues of the year have exceeded the 
expense, both paid and incurred, and the net 
result; a statement of bond and other liabil­
ities, and a report of municipal utilities and 
similar services, prepared on a profit-and- 
loss basis. Financial statements, it is main­
tained, should be prepared monthly or as 
often as necessary to supply proper infor­
mation, instead of only annually.
Besides suitable internal check of ac­
counts, the institute suggests a periodical 
audit by public accountants, covering all offi­
cers and departments responsible for the re­
ceipt and disbursement of money.
RETAIL SURVEYS AVAILABLE TO 
INSTITUTE MEMBERS
Analyses of 1934 operating averages 
of concerns in about 135 fields of retail 
trade have been prepared by the research 
and statistical division of Dun & Brad­
street, Inc. A limited supply of copies 
of the various surveys are available for 
distribution to members and associates 
of the American Institute of Account­
ants upon request.
The survey for each field is produced 
in a separate leaflet. Typical illustra­
tions are the statistics for retailers of 
automobiles, based on questionnaires re­
ceived from 1,209 dealers, and the re­
tailers of building supplies, based on 
questionnaires received from 420 dealers.
The studies present averages of the re­
porting concerns itemized under the cap­
tion “ operating factors,” including cost 
of goods sold, mark-up and the ratio of 
net sales to inventory and showing net 
profit or loss. Under “ overhead fac­
tors” are shown salaries and wages, rent, 
advertising, taxes, etc. Tables analyz­
ing operating averages by sales volume, 
by federal reserve districts and by popu­
lation groups are also included. Re­
quests for this material should be di­
rected to the research and statistical 
division of Dun & Bradstreet, Inc., 290 
Broadway, New York.
THIRTEEN-MONTH CALENDAR
The Institute has been asked to an­
nounce that the Manual of the Thirteen- 
period Business Calendar is available 
for free distribution by the Interna­
tional Fixed Calendar League to all who 
are interested in the movement to es­
tablish the thirteen-month calendar. Re­
quests should be directed to the Amer­
ican office of the league at 343 State 
street, Rochester, N. Y.
RECENT LIBRARY ACQUISITIONS
The library of the Institute announces 
that the following volumes have recently 
been acquired and are available for cir­
culation :
Accounting, by C. H. Porter and W. P. 
Fiske; Henry Holt & Company, New 
York, 1935.
Accounting Principles, by J. O. McKinsey 
and H. S. Noble; Southwestern Publish­
ing Co., Cincinnati, Ohio, 1935.
Accounting Procedure for Standard Costs, 
by C. M. Gillespie; Ronald Press, New 
York, 1935.
An Introduction to Gas Utility Accounting, 
by C. P. Thompson; Edwards Brothers, 
Ann Arbor, Michigan, 1935.
Analysis of Financial Statements, by H. G. 
Guthman; Prentice-Hall, Inc., New York,
1935.
Cemetery Accounting, by Walter Mucklow; 
American Institute Publishing Co., Inc., 
New York, 1935.
Corporation Law for Officers and Directors; 
a Guide to Correct Procedure, by W. J. 
Grange; Ronald Press, New York, 1935. 
Financial Organization and Administration, 
by W. M. Stevens; American Book Co., 
New York, 1934.
Land Accounts, by Walter Mucklow; Ameri­
can Institute Publishing Co., Inc., New 
York, 1934.
Legal Responsibilities and Rights of Public 
Accountants, by W. D. Rich; American 
Institute Publishing Co., Inc., New York,
1935.
Minimising Payroll Taxes, by H. E. Rogers; 
Whittlesey Publishing Co., New York,
1935.
Nature of Dividends, by G. A. D. Preinreich; 
the author, New York, 1935.
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ACTIVITIES OF THE INSTITUTE IN 1934-1935
The continuous expansion of public ac­
counting, accelerated in recent years by 
the demand for more complete disclosure 
of the financial transactions of corpora­
tions, has brought a commensurate in­
crease in the activities of the American 
Institute of Accountants. During the 
fiscal year, 1934—1935, the Institute not 
only continued the services which have 
become its routine from year to year, but 
entered new fields of activity offering 
opportunity for further service to the 
profession and the business public.
This brief summary of the year’s ac­
complishments is published in order that 
the membership may be fully informed 
of these diversified activities. The in­
formation here presented is drawn from 
reports which will be published in the 
Yearbook and members and associates 
are urged to read these reports carefully.
A c c o u n t in g  S tandards
At the beginning of the year the Insti­
tute’s special committee on cooperation 
with the securities and exchange com­
mission was engaged in a study of ac­
counting provisions of draft regulations 
to be issued by the commission under the 
securities act of 1933 and the securities 
exchange act of 1934. The committee 
recommended that the volume of informa­
tion required of registering companies 
be kept as low as would be consistent 
with disclosure of facts necessary for the 
protection of investors, that the account­
ing provisions be consistent with the 
principles adopted by the stock ex­
changes and the investment bankers code 
authority, and that as far as possible the 
financial statements required for listing 
securities on securities exchanges and for 
registration of new issues under the se­
curities act of 1933 be similar. The reg­
ulations finally adopted by the commis­
sion and embodied in forms 10, A-2 and 
others, were largely in keeping with the 
committee’s recommendations. The In­
stitute’s committee has continued to con­
sult with the commission on other admin­
istrative problems.
Upon passage of the public utilities act 
of 1935, the president of the Institute 
appointed a special committee to deal 
with accounting problems to which the 
act might give rise. This committee ex­
tended an offer of cooperation to the se­
curities and exchange commission, which 
is charged with administration of the 
act, and was soon asked to render an 
opinion on a preliminary draft of regu­
lations to be issued under the act.
Likewise, upon passage of the social 
security act, a special committee was ap­
pointed to study problems which the act 
might present to public accountants and 
their clients and to cooperate with the 
social security board in any matter in 
which its assistance might be sought.
When the national industrial recovery 
act was declared unconstitutional, the in­
vestment bankers code of fair practice, 
accounting provisions of which had been 
framed with the assistance of a commit­
tee of the Institute, became ineffective. 
It is believed, however, that through 
the efforts of the securities and exchange 
commission and the Investment Bankers 
Association of America, the good effect 
of those provisions, which were widely 
acclaimed, will not be lost.
Of particular importance as a means 
of maintaining high standards of ac­
counting practice, is the revision of the 
federal reserve bulletin Verification of 
Financial Statements, recently under­
taken by a special committee of the In­
stitute appointed for the purpose. A 
preliminary draft of the revised bulletin 
was sent to a number of accountants in 
all parts of the country and the sug­
gestions received from them have been 
taken into consideration.
E th ic a l  S tandards
The committee on professional ethics 
continues its efforts to safeguard the 
ethical standards of the profession. De­
spite its unrelaxed vigilance, the number 
of cases referred to the committee during 
the past year showed a marked decrease
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from the number referred to its predeces­
sor. At the same time, the number of 
inquiries and requests for interpretation 
of rules increased greatly in proportion 
to the number of complaints.
Only one case was referred to the 
council sitting as a trial board. This case, 
based on alleged infringement of rules 8 
and 11, was inherited from the predeces­
sor committee. At its April meeting, the 
trial board found the two defendants 
guilty of violation of rule 11, but innocent 
of violation of rule 8, and admonished 
them.
E x a m in a t io n s
Approximately 1,500 candidates for 
the C. P. A. certificate, sitting in 31 
states under the plan of cooperation dur­
ing the past year, wrote the examinations 
prepared by the Institute’s board of ex­
aminers. The board also passed on the 
qualifications of 173 applicants for ad­
mission to the Institute.
At the recommendation of the board, 
its rules were amended by the council at 
its October meeting. The amendments 
were reported in the November B ulletin.
E d u ca tio n
The committee on education reported 
to the council in October a survey of 
accounting courses offered by schools of 
collegiate or university grade and pre­
sented its conclusion that present-day 
education designed to prepare for the 
practice of accountancy is generally in­
adequate when compared with the edu­
cational standards of other professions. 
It also stated that in its opinion the edu­
cation requirements set by the account­
ancy profession itself are inadequate. 
The committee proposed that the Insti­
tute take a more active part in the de­
velopment of accountancy education by 
setting forth standards of training for 
the practice of accounting, by encourag­
ing the strengthening of courses now 
available in colleges and universities, by 
urging higher education requirements 
for the C. P. A. certificate and by 
strengthening the examinations of the 
Institute accordingly. The council ex­
pressed general approval of these sug­
10
gestions and directed that the problem 
be given further study during the com­
ing year.
T erm inolog y
Revision of the tentative report A c­
counting Term inology , published in
1931, which has been in progress for 
several years, was carried near to com­
pletion by the special committee on 
terminology during the past year. After 
a technical assistant, retained with funds 
granted by the Foundation, had com­
pletely rewritten the 700 or more terms 
in the light of criticisms received by the 
committee, the committee again reviewed 
and criticised the manuscript and sub­
mitted it to an accounting instructor, 
also retained with funds granted by the 
Foundation, for further revision. A 
copy of the rewritten report has been 
transmitted to a special committee of the 
American Association of University In­
structors in Accounting for criticism.
In the meantime, the council has au­
thorized publication in mimeographed 
form of the manuscript with all revisions 
to date. It is planned then to allow a 
year for additional criticisms and sug­
gestions and finally to publish a new edi­
tion in book form, which it may no 
longer be necessary to describe as tenta­
tive.
G o v er n m en ta l  A cc o u nting
Through its continued cooperation 
with the national committee on muni­
cipal accounting, the Institute’s special 
committee on governmental accounting 
has been able to aid substantially in the 
improvement of accounting and report­
ing practices of municipalities. The In­
stitute ’s committee, which participates in 
an advisory capacity in all activities of 
the national committee, has reviewed all 
bulletins of the national committee be­
fore publication. During the past year, 
the national committee published M unic­
ipal Accounting Term inology, in pre­
liminary form, and M unicipal Funds 
and Their Balance-sheets.
The Institute’s committee prepared a 
pamphlet, Accounts of Governmental 
Bodies, which has been widely distrib­
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uted among municipal officers, account­
ants and taxpayers. Individual mem­
bers of the committee have given advice 
on local problems of municipal account­
ing and have participated in programs 
of meetings at which the subject of gov­
ernmental accounting was discussed.
D ev e l o pm e n t  of P ractice
Means of developing new fields for the 
practice of public accounting have had 
the attention of the special committee on 
appointment of auditors during the past 
year.
The committee has followed closely 
various bills introduced in state legisla­
tures affecting the scope of accounting 
practice. It has given consideration to 
the service which independent auditors 
may render in the administration of es­
tates in probate, and cooperated with the 
Minnesota bar association in its study of 
requirements for such audits through­
out the country. With the help of the 
special committee on development of the 
Institute it was able to supply the Min­
nesota bar association with sample copies 
of forms used in various states for re­
ports of fiduciaries in probate procedure.
Effort was made to obtain recognition 
of public accountants in state tax prac­
tice and in reorganizations under the 
federal bankruptcy act.
In its report to council, the committee 
suggested that its name be changed to in­
dicate more clearly its actual function, 
and subsequently the name has been 
changed to the “ special committee on 
development of practice.”
N a tu r a l  B u s in e s s  Y ear
The special committee on natural busi­
ness year has studied means of reducing 
the seasonal character of accounting 
work. One means of doing this is to 
encourage more general use of natural 
fiscal periods, with resulting distribution 
through the year of the volume of work 
now occurring immediately after Decem­
ber 31st. Another means is to recom­
mend changes in the organization of ac­
countants’ offices which would alleviate 
the peaks and valleys now commonly
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encountered. The committee has studied 
both methods of dealing with the prob­
lem.
It is partly as a result of the work of 
this committee over a period of years 
that the decision was reached to make an 
intensive drive to bring about more gen­
eral adoption of natural business years 
through the recently formed natural busi­
ness year council.
L egislatio n
Both federal and state legislation af­
fecting accountancy have required a 
good deal of attention during the year 
1934-1935.
The committee on federal legislation 
actively opposed United States senate 
bill 2944, which would have prevented 
anyone but lawyers from practising be­
fore government departments. This bill 
failed to pass.
The Institute’s committee also opposed 
certain features of senate bill 2512, 
which was directed against lobbyists, but 
would have affected accountants under 
the original phraseology of the bill. The 
committee presented a brief at a hearing 
of the house judiciary committee on this 
bill, and it is hoped that the objection­
able features will be removed if the bill 
receives further consideration at the con­
tinuing session of congress next year.
The committee on state legislation has 
borne an extraordinary burden. Thirty- 
seven bills were introduced in 25 states 
and one territory to amend or replace 
existing accountancy laws. The Insti­
tute’s committee in every case studied 
the proposed bills and communicated its 
opinions to members of the Institute in 
the states concerned. Few of the pro­
posed bills, the majority of which were 
considered by the committee to be unde­
sirable, were passed. A two-class restric­
tive bill was enacted in Wisconsin, and 
a waiver provision was reopened in Mon­
tana, over the protest of certified public 
accountants of that state. Administra­
tive amendments of importance were en­
acted in Georgia. The complete record 
of the legislative year, in so far as it 
affected accountancy, will be published 
in the Yearbook as an appendix to the
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report of the committee on state legisla­
tion.
D ev e l o pm e n t  of t h e  I n s t it u t e
At the close of the last fiscal year the 
membership of the Institute was again 
the largest in its history. During the 
period 162 new members and associates 
were admitted. These accessions, as in 
the past few years, may be largely attrib­
uted to the efforts of the special com­
mittee on development of the Institute. 
The membership at August 31 , 1935, was 
2,386. Accessions since that time have 
brought the total to 2,440.
As the Institute has received greater 
recognition through its official relations 
with other associations and various gov­
ernment departments, so its activities 
have won greater attention from the gen­
eral public. The committee on develop­
ment of the Institute has cooperated 
with the office of the secretary in obtain­
ing publication in newspapers of articles 
descriptive of the activities of the Insti­
tute and has assisted in other ways to 
improve the relations of the Institute 
with the public.
Co-o peratio n  W it h  O t h er  S ocieties
Relations with state societies of certi­
fied public accountants have continued 
to be most cordial. From time to time 
the secretary has sent special letters to 
state societies on matters of general and 
immediate interest, and the president 
and secretary of all state societies have 
received complimentary copies of the 
monthly B ulletin . There has been a 
good deal of correspondence with state 
societies on special topics, and on a num­
ber of occasions the Institute has been 
able to be helpful. Officers and other 
representatives of the Institute have at­
tended meetings of a number of state so­
cieties during the year.
The Institute continues to maintain 
cordial relations with recognized ac­
countancy organizations of other coun­
tries.
S ervice to M em bers
The services rendered by committees, 
the several departments and the staff of
the Institute continue to increase in 
scope and volume.
The library and bureau of informa­
tion, which are under the direction of 
the special committee on administration 
of endowment, served hundreds of 
members and others during the past 
year. A total of 8,381 inquiries were 
answered and the collection of books and 
magazines has grown to 14,110.
Through the employment exchange, a 
number of unemployed accountants, 
some of them members of the Institute, 
have obtained positions. The service 
rendered by the exchange grows stead­
ily and promises to be a permanent part 
of the Institute’s program. During the 
past year the Institute was able to co­
operate with several departments of the 
federal government in matters of em­
ployment. Among these were the home 
owners loan corporation, the resettle­
ment administration, the works progress 
administration and the federal communi­
cations commission.
P ub lic a tio n s
The American Institute Publishing 
Company, Inc., produced two new books 
during the year, Land Accounts and 
Cem etery Accounts, by Walter Mucklow, 
of Jacksonville, a member of the Insti­
tute. The circulation of the Journal of 
A ccountancy  has increased substantially 
and its articles and editorials have been 
widely quoted in the public and financial 
press. The B ulletin  of the Institute also 
has increased in circulation and con­
tinues as a medium for the information of 
members, associates and others who sub­
scribe, regarding news of the Institute’s 
activities and other matters affecting the 
profession.
P h y sic a l  R esources
The Institute is emerging from the so- 
called depression years in the most pros­
perous condition that it has known. Al­
though, as in preceding years, initiation 
fees were again refunded to applicants 
for admission, the year closed with the 
prospect of the greatest income from 
dues which the Institute has ever re­
ceived.
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APPOINTMENTS
In addition to those announced in the 
Bulletin for November 15th, the presi­
dent of the Institute has appointed the 
following committees to serve for the 
fiscal year, 1935-1936:
Committee on F ederal Taxation 
Victor H. Stempf, Chairman, New York 
Joseph J. Klein, New York 
Clarence L. Turner, Philadelphia
Committee on State Legislation 
Charles H. Towns, Chairman, New York 
E. C. Loucks, Omaha 
E. S. Rittler, New Orleans
S pecial Committee on D evelopment of the 
I nstitute
John F. Forbes, Chairman, San Francisco 
Alabama—William J. Christian, Birming­
ham
Arizona—E. T. Garrett, Phoenix 
Arkansas—Archie V. McDuffie, Little Rock 
California—A. D. Alexander, San Fran­
cisco
J. B. Scholefield, Los Angeles 
Colorado—Ralph B. Mayo, Denver 
Connecticut—R. C. Everett, Hartford 
Lewis Sagal, New Haven 
Delaware—Harry J. Mack, Wilmington 
District of Columbia—Goodwin P. Graham, 
Washington 
Florida—Jay E. Bigham, Tampa 
P. W. Fisher, Jacksonville 
L. A. Oates, Miami 
Charles C. Potter, Orlando 
Georgia—Henry F. Meyer, Savannah 
Edward Richardson, Atlanta 
Illinois—J. H. Gilby, Chicago 
Indiana—M. G. Knox, Indianapolis 
J. R. Wharton, South Bend 
Iowa—J. C. Addison, Des Moines 
L. S. Goldberg, Sioux City 
Kansas—Stanley Spurrier, Wichita 
Kentucky—George F. Meldrum, Louisville 
Louisiana—John F. Hartmann, New Orleans 
Maine—H. C. Jordan, Portland 
Maryland—E. J. Stegman, Baltimore 
Massachusetts—Harold A. Mock, Boston 
Michigan—William H. Ball, Detroit 
Minnesota—J. A. Boulay, Minneapolis 
A. O. Grover, Duluth 
Maurice W. Stoffer, St. Paul
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Mississippi—Robert H. Crook, Meridian 
Dick D. Quin, Jackson 
Missouri—Proctor H. Kerr, Kansas City 
Lee J. Muren, St. Louis 
Montana—H. D. Galusha, Helena 
R. L. Thomas, Butte 
Nebraska—O. R. Martin, Lincoln 
New Hampshire—A. M. Peisch, Hanover 
New Jersey—William H. Compton, Trenton 
Harold Eppston, Newark 
New Mexico—J. B. Stephenson, Albuquerque 
New York—Fred L. Main, New York 
Otto A. Shults, Rochester 
L. K. Watkins, Buffalo 
North Carolina—C. E. Elberson, Winston- 
Salem
Leslie A. Heath, Charlotte 
Kennon W. Parham, Raleigh 
Ohio—Berl G. Graham, Cincinnati 
W. E. Langdon, Columbus 
Hugh E. Wall, Dayton 
Robert E. Warren, Cleveland 
Oklahoma—Ross T. Warner, Tulsa 
T. Dwight Williams, Oklahoma City 
Oregon—Robert J. Leo, Portland 
Pennsylvania—Frank S. Glendening, Phila­
delphia
O. G. Richter, Pittsburgh 
Rhode Island—George B. Clegg, Jr., Provi­
dence
South Carolina—A. C. Clarkson, Columbia 
M. C. Patten, Greenville 
Tennessee—E. D. Adams, Knoxville 
M. O. Carter, Memphis 
T. M. McIntyre, Nashville 
Texas—J. A. Phillips, Houston 
N. O. Richardson, Beaumont 
C. H. Schoolar, Dallas 
Utah—A. G. Mann, Salt Lake City 
Virginia—George T. Durham, Richmond 
A. N. Hilton, Norfolk 
Washington—Howard S. Bell, Spokane 
Arne S. Hansen, Seattle 
West Virginia—S. Charles Steele, Morgan­
town
Wisconsin—Carl Penner, Milwaukee
S pecial Committee on D evelopment of 
P ractice
James J. Hastings, Chairman, Newark 
Eric Camman, New York 
A. S. Fedde, New York 
Lewis Lilly, San Francisco 
George Rossetter, Chicago
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S pecial  Com mittee on  Commercial A r b i­
tration
Joseph J. Klein, Chairman, New York
G. Russell Brown, Little Rock 
Joel Hunter, Jr., Atlanta 
Charles W. Neumoyer, Easton, Pa.
S. S. Yeoman, Indianapolis 
S pecial Com m ittee on Cooperation w ith  
I n v estm en t  B a n k er s 
Alexander S. Banks, Chairman, New York
S. D. Leidesdorf, New York 
William R. Main, Philadelphia 
R. D. Seamans, Boston 
Ernest E. Wooden, Baltimore 
Special Committee on Federal Corpora­
tio n  Law 
Lewis Lilly, Chairman, San Francisco 
William H. Ball, Detroit 
A. M. Calmenson, St. Paul 
Schuyler Dillon, Boston 
Robert E. Payne, Chicago 
Paul W. Pettengill, Chicago 
C. William Wittman, Jr., San Francisco 
Special Com mittee  on F ift ie t h  Anniver­
sary
P. W. R. Glover, Chairman, New York 
Arthur Andersen, Chicago 
John T. Madden, New York 
Charles F. Rittenhouse, Boston 
Norman J. Webster, New York 
S pecial Com m ittee o n  Governm ental  
A ccounting  
Lloyd Morey, Chairman, Urbana 
William Dolge, San Francisco 
W. L. Elkins, Richmond 
R. G. Hannon, Troy
G. Charles Hurdman, White Plains, N. Y. 
Eric L. Kohler, Chicago 
Charles S . Rockey, Philadelphia 
S pecial Com mittee on  P ublic  U tility  A ct 
J. M. Bowlby, Chairman, Chicago 
E. C. Christensen, New York 
Paul Grady, New York 
S pecial  Com mittee on  S ocial S ecurity  
A ct
Fred J. Duncombe, Chairman, Chicago 
A. H. Beard, New York 
Benjamin Harrow, New York 
J. K. Mathieson, Philadelphia 
(The president has also appointed Lewis 
Lilly, of San Francisco, to the special com­
mittee on state corporation laws. The other 
members of this committee were announced 
in the November Bulletin.)
SECRETARY'S TRIP TO SOUTHWEST
W hat was regarded as one of the most 
successful annual meetings of the Okla­
homa Society of Certified Public Ac­
countants was held a t Tulsa, November 
11 and 12, 1935. The attendance at the 
business sessions was more than  70. A t 
the annual banquet, which took place in 
the evening of the 11th, 184 persons were 
present.
One of the subjects of discussion which 
aroused considerable interest a t the busi­
ness session was the report of the so­
ciety’s committee on education, to which 
reference is made elsewhere in this B u l­
letin. The new officers elected and the 
speakers a t the Tulsa meeting are also 
named elsewhere in  this issue.
John  L. Carey, secretary of the Amer­
ican Institu te  of Accountants, was a 
guest a t the meeting. A t the business 
session on November 11th he participated 
in discussion of the proposed unifica­
tion of the national accounting organ­
izations, in  which D urand W. Springer, 
secretary of the American Society of 
Certified Public Accountants, P au l W. 
Fitzkee, a director of the American So­
ciety, and T. Dwight Williams, a mem­
ber of the In s titu te ’s special commit­
tee on development of the Institu te , also 
took part.
Among a num ber of others, the secre­
ta ry  of the Institu te  was called upon 
for brief remarks a t the banquet. On 
the following day he was given an op­
portun ity  to describe the work of the In ­
stitu te and some of its fu tu re  plans.
A t luncheon on December 11th, the 
secretary of the Institu te  had an oppor­
tu n ity  to confer with Tom F . Carey, T. 
Dwight Williams, W. I. Nicholson, J r., 
and W. J . Law, of the Oklahoma state 
board of accountancy, on several ques­
tions related to the In s titu te ’s examina­
tions, which had been adopted by the 
Oklahoma board for use in its C. P . A. 
examinations.
Leaving Tulsa in  the evening of No­
vember 12th, the secretary proceeded to 
Dallas, where a meeting had been a r­
ranged for the evening of the 13th, and 
then visited, in the order named, L ittle
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Rock, Memphis, St. Louis and Kansas 
City, where in  each case inform al din­
ners of the local chapters or state so­
cieties had been planned.
A t all of these meetings the secretary 
endeavored to present a comprehensive 
outline of the In s titu te ’s objectives and 
activities. He emphasized the fact th a t 
the organization was equipped to render, 
and did render, services of substantial 
value both to the profession as a whole 
and to individual members. The plan 
of cooperation w ith state boards in  ex­
am inations; the work of committees in 
cooperation w ith the securities and ex­
change commission, stock exchanges and 
the Robert Morris Associates; the fed­
eral reserve bulletin, and the report on 
accounting terminology were cited as il­
lustrations of services to the profession 
as a whole. The benefits of the library  
and bureau of information, benevolent 
fund, employment exchange and the In ­
s titu te ’s publications, among other m at­
ters, were mentioned as services of di­
rect value to individuals.
The secretary also described the 
equipment of the Institu te  which made 
it  possible for the Institu te  to render 
these services, including the In s titu te ’s 
membership, financial resources, build­
ing and staff. Mention was made also of 
the recent amendments to the by-laws 
of the Institu te , under which, after J a n ­
uary  1, 1936, only accountants in  pos­
session of C. P. A. certificates may be 
elected to membership, and under which 
creation of an advisory council of state 
society presidents was made possible. The 
current campaign to emphasize the ad­
vantages of the natu ra l business year, 
through the recently created natu ra l 
business year council, was also explained.
Following most of the meetings there 
were questions and discussion from the 
floor. Everywhere there was indicated 
an earnest desire on the p art of local 
organizations to cooperate fully  with 
the Institu te  in its efforts to advance the 
interests of the profession.
A t Dallas the attendance at the meet­
ing was about 40. J . E. Hutchinson, 
Jr ., member of council, had arranged
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the meeting and he presided. P rio r to 
the dinner the secretary of the Institu te  
had an opportunity to confer with 
F ran k  L. Wilcox, J . B. A llred and C. M. 
Grider, of the Texas state board of ac­
countancy, who had come to Dallas for 
the C. P . A. examinations which began 
on the following day.
A t L ittle Rock on November 14th the 
meeting had been arranged by H . W. 
Hennegin, form er vice-president of the 
Institu te . Thirteen members of the 
Arkansas society were present. G. Rus­
sell Brown, newly elected president of 
the society, presided.
The meeting at Memphis on November 
16th had been called by Roscoe C. 
Clark, president of the Tennessee State 
Society of Certified Public Accountants 
and chairm an of the Memphis chapter. 
The attendance was about 35. Will-A. 
Clader, member of council of the Amer­
ican Institu te  of Accountants, who was 
visiting Memphis a t the time, was pres­
ent a t the dinner and spoke on the pro­
posed unification of the national account­
ancy organizations.
A t St. Louis, E . H . W agner, member 
of council, had arranged for a meeting 
on the evening of November 18th a t the 
Missouri Athletic Association. Mr. 
W agner introduced the secretary of the 
Institu te  to an audience of about 50. 
A. C. Derrick, president of the St. Louis 
chapter of the Missouri Society of Cer­
tified Public Accountants, and E . G. H . 
Kessler, member of council of the In sti­
tute, spoke briefly la ter in  the meeting.
The Kansas City chapter of the Mis­
souri Society held a meeting on the eve­
ning of November 19th, a t the Kansas 
City club, a t the request of Proctor H. 
K err, member of the special committee 
on development of Institu te , who had 
been advised of the intention of the In ­
stitute to send the secretary to th a t p a rt 
of the country. John  W. Rader, chair­
man of the chapter, presided a t the 
meeting and introduced the secretary. 
Conner of the Missouri state board of 
accountancy, who had been grading pa­
pers a t Excelsior Springs, were called 
upon to address the meeting.
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ERNEST W. DUDLEY
E rnest W. Dudley, of Los Angeles, a 
member of the Institu te  since 1918, died 
on Ju ly  16, 1935. He was senior p a r t­
ner of E rnest W. Dudley & Co.
Mr. Dudley was a native of England 
and received his education in th a t coun­
try . He was a member of the Institu te  
of Chartered Accountants in  England 
and Wales. In  this country he had been 
associated with Wilkinson, Reckitt, W il­
liams & Co. and Price, W aterhouse & 
Co. before entering practice on his own 
account.
RICHARD TURNER LINGLEY
Richard T. Lingley, founder and 
senior partner of R. T. Lingley & Co., 
New York, and a charter member of the 
American Institu te  of Accountants, died 
on November 23rd of a heart attack. 
Mr. Lingley was sixty-three years old 
and had been in poor health for more 
than  a year.
H e was a native of England and a t­
tended schools there. He came to this 
country as a young man and received 
his certified public accountant certificate 
from  the state of New York. F o r some 
years he was partner of Patterson, Teele 
& Dennis. He retired  from  this firm in
1906 and in  1907 founded, w ith others, 
the firm of Lingley, B aird  & Nixon. He 
continued a member of this firm until
1932, when he established R. T. Lingley 
& Co.
He was an active member of the In sti­
tute, serving on the committee on educa­
tion in the year 1918-1919, as auditor in
1922-1923, and on the special commit­
tee on accounting procedure in  1930- 
1931.
Mr. Lingley had many interests other 
than professional accounting. He was 
president of six corporations and a d i­
rector of others.
JOHN E. MACGREGOR
The death of John  E. MacGregor, of 
D uluth, a member of the Institu te  since 
1923, occurred on October 30th a t Pasa­
dena, California, where he was attending 
a convention.
Mr. MacGregor was born a t Baken- 
ham, Ontario, in  1877, and early in  life 
moved to the state of Michigan, where he 
received his education. Before entering 
business, he taught in  public schools of 
Black River, Michigan, and for several 
years was assistant postmaster in  that 
community. He served in  the Spanish- 
American w ar and upon his re tu rn  held 
accounting positions with private con­
cerns in  Duluth.
From  1912 to 1915, he was a member 
of the firm of Matteson & MacGregor, 
and from  1915 until his death practised 
as an individual on his own account. He 
was a certified public accountant of Min­
nesota.
He was one of the organizers of the 
Minnesota Society of Certified Public 
Accountants and was its first president. 
He was a member of the In s titu te ’s com­
mittee on form  and adm inistration of 
income-tax laws in the year 1923-1924.
COMMERCIAL LABORATORY AT 
EDINBURGH
The Institu te  has received from  the 
University of Edinburgh a description 
of the Jane F indlay Thomson commer­
cial laboratory, which was formally 
opened on October 23rd. The laboratory 
is sim ilar to several established by uni­
versities in  this country and on the con­
tinent of Europe, but is said to be the 
first of its kind in the B ritish Isles.
Established w ith funds given by J . 
A lbert Thomson, the laboratory occupies 
a suite of rooms in  the university prem ­
ises a t H igh School Y ards; these are the 
buildings in which S ir W alter Scott 
went to school and letters said to be his 
initials are still to be seen carved in the 
stone-work. The laboratory’s function 
will be to supplement the train ing  of s tu ­
dents who are preparing to enter com­
mercial and professional life. A t the 
University of Edinburgh, such students 
fall into two main g roups; those who are 
taking the bachelor of commerce courses, 
and chartered accountant apprentices.
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ACCOUNTING REVIEW COURSE GIVEN 
BY STATE DEPARTMENT
The university extension division of 
the Massachusetts state departm ent of 
education is now sponsoring a review 
course for candidates for the C.P.A. 
certificate. The course is given a t the 
Massachusetts Institu te  of Technology 
and is conducted by a form er member of 
the state board of examiners of certified 
public accountants.
AUDITS UNDER BLUE-SKY LAW
An audit and investigation by certi­
fied public accountants of the affairs of 
all brokerage and investment houses li­
censed to do business in  Kentucky was 
recently ordered by the state commis­
sioner of securities. W hen the order 
was given, it  was announced th a t the in ­
vestigation was necessary as a service 
both to the dealers in  securities and to 
the investing public.
CENSUS OF BUSINESS
Announcement has been made th a t the 
bureau of the census, departm ent of 
commerce, will undertake a 1935 census 
of business, comparable to those taken by 
the bureau of the census in 1929 and
1933. W ork on the new project will be­
gin on Jan u ary  2, 1935.
I t  is said th a t this business census 
will be the most comprehensive survey 
of business in the United States ever 
undertaken. I t  will provide a complete 
enumeration of types of business; and 
for each type, such statistics as geo­
graphical distribution, legal forms of or­
ganization, income and payrolls, volume 
of business and others.
Only sworn employees of the bureau 
of the census will be perm itted, under 
the law, to examine the individual re­
tu rns rendered in the course of the su r­
vey. Prelim inary, bu t essentially com­
plete, reports by states will be released 
as rapidly  as possible, beginning about 
Ju ly  1, 1936.
LEGAL STATUS OF COMPANY AUDITOR 
IN FRANCE
The French government, on A ugust 8,
1935, issued a decree amending the law 
of 1867 which provides for the appoint­
ment and prescribes the duties of com­
pany auditors. The new decree has the 
effect of fu rth e r protecting the inde­
pendence of the auditor and facilitating 
a thorough examination of the accounts 
of a company prio r to its annual meet­
ing.
Following are the more im portant 
changes effected by the decree:
1. The auditors may now a t any time 
of the year conduct such examination of 
the books and operations of the company 
as they think desirable. Form erly the 
books were available to them only during 
the three months preceding the annual 
meeting.
2. The following can not be selected 
as auditors:
(a ) Relatives by blood or m arriage 
up to the fourth  degree, inclu­
sive, or the spouses of directors 
or assignors.
(b) Persons who receive from the 
directors or the company or 
any affiliated undertaking re­
m uneration in  any form  for 
services other than  those of 
auditors.
(c) Persons disqualified from hold­
ing the office of director or 
manager.
(d) The spouse of any person dis­
qualified as an auditor.
3. In  the case of companies offering 
their securities to the public, one of the 
auditors must be chosen from  a list p re­
pared by a commission sitting in  the 
chief town of the court of appeal w ithin 
the jurisdiction of which the registered 
office of the company is situated.
4. A uditors may not become directors 
of companies which they have served as 
auditors w ithin five years afte r the ex­
p iration of their term s of office.
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INSTITUTE LECTURE AND STUDY 
GROUP ORGANIZED
The in itial meeting of a lecture and 
study group for younger members of the 
American Institu te  of Accountants in 
the New York area was held on Decem­
ber 6th  a t the Astor hotel, New York. 
I t  was attended by about fifty persons.
There were three speakers, and the 
topics selected were designed to in ter­
est staff assistants and younger partners 
or practitioners on their own account. 
The general subject was “ P reparation 
of accountants’ reports.”  David B. P e­
te r discussed the textual content of re­
ports apart from financial statem ents; 
Charles H. Towns dealt with the finan­
cial statements in  reports, and W illiam
H. Bell discussed accountants’ certifi­
cates.
These talks were followed by open 
forum  discussion, in  which many ques­
tions were addressed to the speakers and 
points of particu lar interest were devel­
oped.
Maurice E. Peloubet, chairm an of the 
board of examiners, presided.
This meeting was in the nature of an 
experiment. The executive committee 
had authorized the forming of such 
groups in several large cities to provide 
a forum  in which the younger members 
could discuss problems directly related 
to their professional duties. There was 
thought to be a genuine need for such an 
opportunity, since the meetings of na­
tional and state professional societies 
usually deal w ith ra ther broad and gen­
eral subjects, and the courses available 
in the universities are for the most p art 
not designed for the benefit of the senior 
staff accountant or the younger inde­
pendent practitioner.
The lecture and study groups will be 
entirely informal. They will have no 
by-laws and no dues, and will undertake 
no activities other than  the arrangem ent 
of meetings a t which lectures may be 
presented as the basis for general dis­
cussion by the group.
A t the first New York meeting it was 
voted to hold fu tu re  sessions, with the 
specific suggestion th a t a series of six lec­
tures be planned for the spring.
AFFIDAVITS REQUIRED WITH 
INCOME-TAX RETURNS
The attention of the In stitu te  has 
been called to an  income-tax ru ling  un­
der the revenue act of 1934, recently 
published by the bureau of in ternal 
revenue, which clarifies the requirem ent 
of affidavits to be filed by agents assist­
ing in  the preparation of income-tax re­
turns. Following is the text of I. T. 
2883:
“Advice is requested relative to the affi­
davit required by treasury decision 4476 to 
be executed by a person or persons prepar­
ing income-tax returns for taxpayers.
“A is employed in the tax department of 
a partnership. The federal income-tax re­
turn of C was prepared by A from an audit 
report made by B, an accountant assigned 
to the particular case. The accountant also 
prepared the taxpayer’s balance-sheet, in- 
come-and-expense statement and support­
ing schedules required by the return. A 
states that if the wording of treasury deci­
sion 4476 is to be taken literally, then it 
would appear that the signing by him of a 
return prepared under such circumstances 
would be within the provisions thereof, but 
that if the provisions are to be interpreted 
to mean that he had access to the books and 
records and personally saw them, the ques­
tion arises whether he should sign such a 
return even though he prepared it and be­
lieved the statements of fact contained in 
the audit report were true.
“Treasury decision 4476 clearly contem­
plates the execution by A of the affidavit 
prescribed thereby. It also contemplates 
execution of the affidavit by anyone who 
worked in conjunction with him in the prep­
aration of the tax return. Inasmuch as it ap­
pears from A’s statement that the accountant 
made the audit and report for the specific 
purpose of the preparation by A of a par­
ticular income-tax return, the accountant, B, 
is deemed to have worked in conjunction 
with A and should execute with him the pre­
scribed affidavit.”
The reader is referred to the Bulletin  
of the Institu te  for February, 1935, for 
earlier discussion of this m atter and sam­
ples of forms of affidavits filed with the 
bureau by accountants assisting the 
preparation of income-tax returns.
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STATE LEGISLATION
NEW WISCONSIN 
ACCOUNTANCY LAW
Wisconsin assembly bill 820, a two- 
class restrictive bill amending the pre­
viously existing accountancy law of the 
state, was approved by the governor on 
September 19th and became effective on 
its publication the following day. Its  
complete text is as follows:
Chapter 481, Laws of 1935
An a c t  t o  r e p e a l  s e c t i o n s  135.02 t o
135.11; TO AMEND THE INTRODUCTORY PARA­
GRAPH OF SECTION 20.54, SUBSECTIONS (1), 
(3) AND (5) OF SECTION 135.01; AND TO CRE­
ATE SUBSECTIONS (4), (6) AND (7) OF SEC­
TION 135.01 a n d  s e c t i o n s  135.02 t o  135.13 
OF t h e  s t a t u t e s ,  r e l a t i n g  t o  p u b l i c  a c ­
c o u n t i n g ,  MAKING AN APPROPRIATION, AND 
PROVIDING A PENALTY.
The people of the state of Wisconsin, rep­
resented in senate and assembly, do enact as 
follows:
Section 1. Sections 135.02 to 135.11 of 
the statutes are repealed.
Section 2. The introductory paragraph 
of section 20.54 and subsections (1), (3) and
(5) of section 135.01 of the statutes are 
amended to read: (20.54) (Introductory 
paragraph) All moneys received by the Wis­
consin state board of accountancy under 
chapter 135 shall be paid within one week 
after receipt into the general fund, and are 
appropriated therefrom for the execution of 
the functions of said board. Of this there is 
allotted:
(135.01) (1) The governor shall, within 
thirty days after the passage of this act, 
appoint three suitable persons, residents of 
the state of Wisconsin, who are hereby con­
stituted a board by the name and style of 
the “Wisconsin state board of account­
ancy”. The members of said board shall 
be the holders of certificates as certified pub­
lic accountants issued under the provisions 
of chapter 135 and shall hold office for a 
term of three years and until their succes­
sors are appointed and qualified.
(3) The persons so appointed shall meet 
and organize within ninety days after their 
appointment and shall reorganize each year
thereafter. A majority of said board shall 
constitute a quorum. They shall elect one 
of their number as president, one as vice- 
president, and one as secretary, and said 
officers shall hold their respective offices for 
the term of one year and until their succes­
sors are elected and qualified. The affirma­
tive vote of two members of said board shall 
be considered as the action of said board, ex­
cept in actions relative to the revocation of 
any certificate. In all such cases three af­
firmative votes shall be considered the action 
of said board.
(5) In  addition to the other duties pro­
vided by sections 135.01 to 135.13, inclusive, 
it shall be the general duty of this board to 
foster the standard of education pertaining 
to the science and art of accountancy, not 
only in its relationship to the interest of 
individual and organized business enter­
prises but in its relationship to the welfare 
of government, both general and local. This 
board shall endeavor, both within and with­
out the profession of accountancy, to bring 
about a better understanding of the relation­
ship of the science of accounting to the prob­
lems of public welfare.
Section 3. Three new subsections are 
added to section 135.01 and twelve new 
sections are added to the statutes to read:
(135.01) (4) The board being charged with 
the administration of this chapter shall have 
power to design and use a seal, compel the 
attendance of witnesses, administer oaths, 
take testimony and receive proofs concern­
ing all matters within its jurisdiction. It 
shall formulate rules for its guidance, not 
inconsistent with the provisions of this chap­
ter and print the same for distribution. It 
may prescribe and publish reasonable stand­
ards of professional conduct and reasonable 
rules defining unethical practice for public 
accountants. No such standard or rule re­
lating to professional conduct or unethical 
practice shall be adopted until the board has 
held a public hearing with reference thereto, 
notice of which shall be mailed at least sixty 
days before such hearing to every holder of 
a certificate issued under the provisions of 
this chapter. No such rule or standard shall 
become effective until sixty days after its 
adoption by the board. Any person who
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shall have appeared at said public hearing 
and filed written protest against any pro­
posed standard or rule may, upon the adop­
tion of such standard or rule, obtain a re­
view thereof by writ of certiorari brought 
in the circuit court of Dane county, in which 
proceeding the court shall pass upon and 
determine the reasonableness and the lawful­
ness of such standard or rule. Thereafter 
every person practising as a public account­
ant in the state shall be governed and con­
trolled by the rules and standards prescribed 
by the board.
(6) All certificates issued under the pro­
visions of this chapter shall be signed by at 
least two members of the board. The board 
shall record its proceedings, list all certifi­
cates issued and revoked and shall maintain 
such other records as may be necessary or 
desirable and all records shall be open to 
the inspection of the public at the office of 
the secretary of the board.
(7) The board may make all needful rules 
and regulations regarding the conduct of the 
examinations or their character or scope, the 
method and time of filing applications for 
examination and their form and contents, 
and all other rules and regulations neces­
sary to carry into effect the purposes of this 
chapter.
135.02 Public accountant, definition. A 
person shall be deemed to be in practice as 
a public accountant, within the meaning and 
intent of this chapter:
(1) Who holds himself out to the public 
in any manner as one skilled in the knowl­
edge, science and practice of accounting, and 
as qualified and ready to render professional 
service therein as a public accountant for 
compensation; or
(2) Who maintains an office for the trans­
action of business as a public accountant, or 
who, except as an employee of a public ac­
countant, practises accounting, as distin­
guished from bookkeeping, for more than 
one employer; or
(3) Who offers to prospective clients to 
perform for compensation, or who does per­
form on behalf of clients for compensation, 
professional services that involve or require 
an audit or certificates of financial trans­
actions and accounting records; or
(4) Who prepares or certifies for clients 
reports of audits, balance-sheets and other
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financial, accounting and related schedules, 
exhibits, statements or reports which are to 
be used for publication or for credit pur­
poses, or are to be filed with a court of law 
or with any other governmental agency, or 
for any other purpose; or
(5) Who, in general or as an incident to 
such work, renders professional assistance 
to clients for compensation in any or all 
matters relating to accounting procedure and 
the recording, presentation and certification 
of financial facts.
(6) Every member of a partnership, and 
every officer and director of a corporation 
who, in such capacity, does any of the things 
enumerated in subsections (1) to (5) of 
this section, shall be deemed to be in prac­
tice as a public accountant.
(7) Nothing contained in this chapter 
shall prevent the employment by a certified 
public accountant, or by a public account­
ant, or by a firm or corporation, furnish­
ing public accounting services as principal, 
of persons to serve as accountants in vari­
ous capacities, as needed; provided, that 
such persons work under the control and 
supervision of certified public accountants or 
accountants with certificates of authority as 
hereinafter provided, that such employees 
shall not issue any statements or reports 
over their own names except such office re­
ports to their employer as are customary 
and that such employees are not in any man­
ner held out to the public as public account­
ants as described in this chapter.
(8) Nothing contained in this chapter 
shall apply to a practising attorney, who, 
in connection with his professional work, 
renders any accounting service.
(9) Nothing contained in this chapter 
shall apply to any persons who may be em­
ployed by more than one person, partner­
ship or corporation, for the purpose of keep­
ing books, making trial balances or state­
ments and preparing audits or reports, pro­
vided such audits or reports are not used 
or issued by the employers as having been 
prepared by a public accountant.
(10) Nothing contained in this chapter 
shall apply to holders of state-granted certi­
fied public accountant certificates from other 
states who may be temporarily in this state 
on professional business incident to their 
regular practice in the states of their domi­
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cile, but with neither residence nor office in 
this state.
135.03 Licenses. (1) No person may law­
fully practise in this state as a certified pub­
lic accountant either in his own name, or as 
an employee, or under an assumed name, or 
as an officer, member or employee of a firm, 
or as an officer or employee of a corpora­
tion, unless such person has been granted by 
the board a certificate as a certified public 
accountant, and unless such person, firm or 
corporation, jointly and severally, has com­
piled with all of the provisions of this chap­
ter, including annual registration as herein 
provided.
(2) From and after December 1, 1935, no 
person may lawfully practise in this state as 
a public accountant either in his own name, 
or as an employee or under an assumed 
name, or as an officer, employee, or member 
of a firm, or as an officer or employee of a 
corporation, unless such person has been 
granted by the board a certificate of author­
ity as a public accountant and unless such 
person, firm or corporation, jointly and sev­
erally, has complied with all of the provi­
sions of this chapter, including annual regis­
tration as herein provided.
(3) From and after December 1, 1935, no 
corporation and no officer or employee there­
of may lawfully practise in this state as a 
public accountant either in his name, or as 
an employee or under an assumed name, 
unless such person and corporation has been 
granted by this board a certificate of author­
ity as a public accountant and unless such 
person or corporation, jointly and severally, 
has complied with all the provisions of this 
chapter, including annual registration as 
herein provided.
135.04 Qualifications for licenses as certi­
fied public accountants. (1) The board shall 
issue a certificate as a certified public ac­
countant to all persons who become entitled 
thereto under sections 135.04 and 135.05 of 
this chapter.
(2) No certificate as a certified public 
accountant shall be granted to any person 
other than a citizen of the United States, or 
person who has in good faith declared his 
intention of becoming such citizen, who is 
over the age of twenty-three years and of
good moral character and (except as pro­
vided in section 135.05) who shall have suc­
cessfully passed an examination in commer­
cial accounting, governmental accounting, 
auditing, commercial law as affecting ac­
countancy and in such other subject as the 
board may deem necessary.
(3) Examinations shall be held by the 
board at least once in each year at such 
times and places as may be determined by 
it. The time and place of holding examina­
tion shall be advertised for not less than 
three consecutive days, nor less than thirty 
days prior to the date of such examination, 
in at least one daily newspaper printed and 
published in the city of Milwaukee and in at 
least one daily newspaper printed and pub­
lished in the city of Madison. Each appli­
cant shall also be notified by mail by the 
secretary of the board, at the address men­
tioned in the application, when and where 
such examination will be held. Such notice 
shall be mailed not less than thirty days 
prior to the date of the next examination.
(4) Applicants for a certificate as a cer­
tified public accountant must have completed 
at least a four-year high-school course of 
study or have received an equivalent educa­
tion, the value of equivalents offered to be 
determined by the board. Said applicants 
must have had at least three years’ account­
ing experience equivalent to that of a senior 
in public practice, the efficiency of the ex­
perience to be judged by the board. The 
board may accept evidence of sufficient tech­
nical education in accountancy in lieu of one 
and one-half years of public accounting ex- 
perience.
135.05 Exceptions. The state board of 
accountancy may, in its discretion, waive the 
examination of and issue a certificate to any 
person possessing the qualifications men­
tioned in subsection (2) of section 135.04, 
who:
(1) Is the holder of a certificate to prac­
tise as a certified public accountant issued 
under the laws of any other state which ex­
tends similar privileges to certified public 
accountants of this state, provided such cer­
tificate was issued upon due examination, 
and provided that the requirements of the 
law of such state are, in the opinion of the 
board, equivalent to the requirements of the 
law of this state;
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(2) Is the holder of a certificate of license 
to practise as a public accountant issued in 
any foreign country, provided such certifi­
cate was issued upon due examination, that 
the requirements regulating the issuance of 
such certificates are, in the opinion of the 
board, equivalent to the requirements of the 
law of this state and that such foreign coun­
try extends similar privileges to certified 
public accountants of this state.
135.06 Certificates to public accountants 
without licenses. (1) The board shall issue a 
certificate of authority to practise as a pub­
lic accountant to each individual who applies 
before December 1, 1935, who presents evi­
dence of good moral character satisfactory 
to the board, and
(a) Who furnishes satisfactory evidence 
he was maintaining an office in the state for 
the practice of public accounting on his or 
her own account at the date of the taking 
effect of this chapter; or
(b) Who for four years has been in re­
sponsible charge of accounting engagements 
in the state of Wisconsin as an employed 
member of the staff of a certified public 
accountant or a public accountant or of a 
firm of certified public accountants or public 
accountants; or
(c) Who, in the opinion of the board, has 
had four years’ experience equivalent to that 
specified in paragraph (b) of this subsec­
tion.
(2) The board in its discretion may issue 
certificates of authority to firms, provided, 
that the resident partner or partners and 
resident manager have received certificates as 
certified public accountants; or that the resi­
dent manager and resident partners of such 
firm have received certificates of authority 
under the laws of this state; or that the resi­
dent manager and each partner of such firm 
has received either a certificate as a certified 
public accountant or a certificate of authority 
issued under the laws of this state.
(3) The board may issue certificates of 
authority to corporations to practise as pub­
lic accountants who:
(a) Upon passage of this act are corpora­
tions legally organized under the laws of this 
state, with power to practise as public ac­
countants within the meaning of this chap­
ter; and
(b) On or before December 1, 1935, shall 
furnish satisfactory evidence to the board 
that such corporation was legally incorpo­
rated under the laws of this state at the date 
of taking effect of this chapter; and
(c) Whose manager and whose board of 
directors shall each have received either a 
certificate as a certified public accountant or 
a certificate of authority to practise as a 
public accountant as provided in this chap­
ter.
(4) Whenever the manager and all of the 
directors of such a corporation in the prac­
tice of public accounting shall cease or shall 
fail to hold certificates as certified public 
accountants or certificates of authority as 
provided in this chapter, the certificate of 
authority to the corporation shall become 
void and so be recorded by the board.
135.07 Requirements for practice as certi­
fied public accountant or public accountant.
(1) Any person who has received from the 
board a certificate of his qualifications to 
practise as a certified public accountant shall 
be styled and known as a “certified public 
accountant” and no other person shall as­
sume to use such title or the abbreviation 
“C.P.A.” or any other word, words, letters 
or figures to indicate that the person using 
the same is a certified public accountant. 
The terms “chartered accountant” and “certi­
fied accountant” and the abbreviation “C.A.” 
are specifically prohibited to such other per­
sons as being prima facie misleading to the 
public. Any person who has received from 
the board a certificate of authority, as herein 
provided, shall be styled and known as a 
“public accountant” and no other person, 
other than a certified public accountant, shall 
assume to use such designation or any other 
word, words, letters or figures to indicate 
that such person is entitled to practise as a 
public accountant.
(2) No person shall practise in this state 
as a certified public accountant or a public 
accountant, either in his name, under an as­
sumed name or as a member of a partner­
ship, except as provided in subsection (10) 
of section 135.02, unless he shall have been 
granted a certificate by the board and se­
cured a registration card for the current 
year. No person shall practise in this state 
as a public accountant as an officer or direc­
tor of a corporation engaged in the prac­
22
Bulletin of American Institute of Accountants
tice of public accounting, unless the cor­
poration shall have been granted a certifi­
cate by the board and secured a registration 
card for the current year.
(3) Any partnership, which is entitled to 
practise as certified public accountants in 
this state or any other state, every resident 
member and resident manager of which is a 
certified public accountant of this state, after 
registering the partnership name with the 
board, may use the designation “certified 
public accountants” in connection with the 
partnership name. Any partnership, every 
member and resident manager of which is a 
certified public accountant of this state or 
any other state or holds a certificate of au­
thority under this chapter, after registering 
the partnership name with the board, may 
use the designation “public accountants” in 
connection with the partnership name. An 
assumed name, in use prior to the taking 
effect of this chapter, may be used the same 
as a partnership name, provided the individ­
ual persons practising as principals under 
that name hold certificates issued by the 
board and register the name with the board.
135.08 Annual registration card. The 
board shall, in December of each year, upon 
application made by any holder of an un­
revoked Wisconsin certificate as a certified 
public accountant or an unrevoked Wiscon­
sin certificate of authority as provided for 
in this chapter, issue a registration card, 
which card shall be good until December 
thirty-first of the next succeeding year, un­
less the said certificate shall sooner be re­
voked. A registration card shall also be 
issued to any partnership or corporation, 
upon application, which has complied with 
the provisions of this chapter. Interim reg­
istrations shall be issued to individuals, part­
nerships and corporations who have com­
plied with the provisions of this chapter 
within the year.
135.09 Fees. (1) Any person making an 
application for examination or certificate 
shall accompany such application with a 
United States money order or a certified 
cheek endorsed to the state treasurer in the 
sum of twenty-five dollars for application 
filed under section 135.04 or under subsec­
tion (1) of section 135.05, and in the sum 
of fifty dollars for application filed under 
subsection (2) of section 135.05. Should
such application be rejected by the state 
board of accountancy such check or money 
order shall be returned to the applicant, 
but immediately upon approval of the ap­
plication such check or money order shall be 
deposited in the treasury of the state in the 
manner provided by law and shall be added 
to the general fund.
(2) Every applicant who shall be unsuc­
cessful in the initial examination shall have 
the privilege of one re-examination without 
payment of an additional fee, if application 
for such re-examination be made within two 
years from the date of the first examination.
(3) All persons to whom an annual reg­
istration card is issued shall pay an annual 
fee of five dollars therefor. All partner­
ships or corporations to whom an annual 
registration card is issued shall pay an an­
nual fee of ten dollars. Interim registra­
tions shall be at the full rates as above speci­
fied.
135.10 Disclosure of interest in corpora­
tion reported on. (1) A certificate of an ac­
countant must disclose interest in corpora­
tion reported on:
(a) Whenever any person shall, as a cer­
tified public accountant, or public account­
ant, sign or certify any report, schedule or 
statement relative to the affairs of any cor­
poration, association or co-partnership, in 
which such person is financially interested or 
by which such person is regularly engaged 
as an officer or employee, such signature or 
certification shall be accompanied by a spe­
cific statement setting forth the fact that 
such person is financially interested in, or is 
an officer or regular employee of such cor­
poration, association or co-partnership. I f  
such person is both financially interested and 
an officer or regular employee, the statement 
shall cover both such financial interest and 
employment. In the case of a corporation 
holding a certificate of authority signing or 
certifying as above, the interest of any of 
its stockholders shall be disclosed.
(b) The board may make and enforce all 
necessary rules and regulations relative to 
the foregoing provisions and may determine 
upon the particular phraseology necessary 
to carry into effect the provisions thereof.
(c) Any person who shall violate the pro­
visions of this section shall be deemed guilty
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of a misdemeanor and upon conviction 
thereof shall be punished by a fine of not 
less than fifty dollars nor more than two 
hundred dollars.
(2) I t  shall be the duty of the respective 
district attorneys to prosecute all violations 
of the provisions of this chapter.
135.11 Penalties. Any person shall be 
deemed guilty of a misdemeanor, and upon 
conviction shall be punished by a fine of not 
more than five hundred dollars for each of­
fense, or by imprisonment in the county 
jail for not more than one year, or by both 
such fine and imprisonment;
(1) Who shall use any other term than 
certified public accountant or the abbrevia­
tion C.P.A. to indicate that he is a public 
accountant with a specially granted title; or
(2) Who shall, when practising under an 
assumed name, or as a member of a partner­
ship, other than one which is registered un­
der section 135.07 as composed of certified 
public accountants, or as an officer of a cor­
poration, announce, either in writing or by 
printing, that the assumed name, partner­
ship or corporation is practising as a certi­
fied public accountant; or
(3) Who shall, as a member of a partner­
ship, announce, either in writing or by print­
ing, that the partnership is practising as 
“public accountants” unless the partnership 
is registered as such under section 135.07; or
(4) Who shall, as an officer of a corpora­
tion, permit it to practise as a public ac­
countant unless it is registered with the 
board and holds an unrevoked certificate of 
authority from the board; or
(5) Who holds himself out to the public 
as a certified public accountant or who as­
sumes to practise as a certified public ac­
countant unless he has received a certificate 
as such from the board; or
(6) Who holds himself out to the public 
as a public accountant or who assumes to 
practise as a public accountant unless he has 
received a certificate of authority from the 
board; or
(7) Who shall practise as a certified pub­
lic accountant or as a public accountant 
after his certificate has been revoked; or
(8) Who shall as an individual, or, as a 
member of a partnership or as an officer or 
director of a corporation, practise or permit
the partnership or corporation to practise as 
a certified public accountant or as a public 
accountant unless a registration card has 
been secured for the current year; or
(9) Who shall sell, buy, give or obtain an 
alleged certificate as a certified public ac­
countant, or a certificate of authority, or a 
registration card in any other manner than 
is provided for by this chapter; or
(10) Who shall attempt to practise as a 
certified public accountant or as a public ac­
countant under guise of a certificate not is­
sued by this board, or under cover of a cer­
tificate obtained illegally or fraudulently; or
(11) Who shall certify to any false or 
fraudulent report, certificate, exhibit, sched­
ule or statement; or
(12) Who shall attempt by any subter­
fuge to evade the provisions of this chapter 
while practising as a public accountant; or
(13) Who shall, as an individual, or as a 
member of a partnership or as an officer of 
a corporation, permit to be announced by 
printed or written statement that any report, 
certificate, exhibit, schedule or statement has 
been prepared by or under supervision of a 
certified public accountant or by or under 
supervision of a public accountant when the 
person who prepared the same was not such 
certified public accountant or public ac­
countant.
135.12 Revocation of certificates and reg­
istration cards. (1) The board may, on its 
own motion, make investigations and con­
duct hearings and may, on its own motion or 
upon complaint in writing, duly signed and 
verified by the complainant, revoke or sus­
pend for a definite period any certificate or 
registration card or officially censure the 
holder thereof, if it finds that he has vio­
lated the provisions of this chapter or any 
duly promulgated standard or rule of prac­
tice or for any other sufficient cause.
(2) In the case of a corporation or a 
partnership, it shall be sufficient cause for 
the revocation or suspension of the certifi­
cate or registration card of such partnership 
or corporation, or for censure of it, if it be 
found that any officer, director or member 
thereof has been guilty of such act or omis­
sion as would be cause for revoking or sus­
pending a certificate or card to such person 
as an individual or for censuring him.
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(3) A copy of the complaint shall be 
served upon the person complained against 
by personal service or by mailing same to his 
last known business address and in case the 
complaint is against a person, who is an of­
ficer, director, member or employee of a cor­
poration or partnership, a copy of the com­
plaint shall also be served upon such corpo­
ration or partnership. The person so served 
shall file his answer thereto with the board 
within twenty days after such service. The 
board shall thereupon set the matter for 
hearing as promptly as possible and within 
thirty days after the date of filing of the an­
swer. At all such hearings the attorney gen­
eral of the state, or an assistant designated 
by him, or the district attorney, or an as­
sistant designated by him, shall be present 
and represent the interests of the public. 
The defendant and, if there be a complain­
ant other than the board, the complainant 
may appear at such hearing in person or by 
attorney or agent.
(4) No order revoking or suspending a 
certificate or card or censuring the holder 
thereof shall be made until after a public 
hearing or hearings held before the board or 
any member thereof. Such hearing or hear­
ings shall be held in the county where the 
defendant resides and, in the case of a non­
resident, at such places as may be desig­
nated by the board. The testimony pre­
sented and proceedings had at such hearing 
shall be taken in shorthand and preserved 
with the records of the board. The board 
shall, as soon thereafter as possible, make its 
findings and determination thereon.
(5) The action of the board in revoking 
or suspending a certificate or card or cen­
suring a holder thereof shall be subject to 
review by writ of certiorari brought in the 
circuit court for the county where the hear­
ing has been held.
(6) The display of a card, sign, adver­
tisement, a directory listing, or the issuance 
of a letterhead bearing the name of an in­
dividual, corporation or partnership as a 
practitioner of public accounting as defined 
in section 135.02 shall be presumptive evi­
dence in any hearing or prosecution against 
such person, that the person whose name is 
so carried thereon is responsible for the 
same and announcing thereby to practise
public accounting. In  any hearing or prose­
cution under this chapter, the proof of a 
single act prohibited by law shall be suffi­
cient without proving a general course of 
conduct.
135.13 Saving clauses. Nothing con­
tained in this chapter shall in any wise in­
validate or set aside certificates of certified 
public accountants as heretofore granted un­
der the provisions of the sections which are 
now summarized in chapter 135. I t  is the 
intent of the legislature that if any provi­
sion in this chapter is held invalid or uncon­
stitutional, all other provisions shall, never­
theless, remain in full force and effect.
Section 4. This act shall take effect upon 
passage and publication.
Approved, September 19, 1935.
Published, September 20, 1935.
STATUTORY PROVISIONS RELATING 
TO TREASURY STOCK
The In s titu te ’s special committee on 
state corporation laws appended to  its 
report to council, subm itted on A pril 
8th, a detailed analysis of provisions of 
state corporation laws relating to the ac­
quisition by a  corporation of its own 
stock. This analysis is reproduced here 
for inform ation:
No S t a t u t o r y  P r o v i s i o n
(a) Permitted by court decisions with some 
restrictions.
Alabama. No restriction.
Arizona. No restriction.
Georgia. I f  solvency exists and pur­
chase does not reduce capital below 
amount appearing in charter.
Massachusetts. In a reasonable 
amount and for a legitimate purpose.
Nebraska.
New Jersey. May even purchase on 
credit.
New Mexico. No such decrease of 
capital stock shall release the liabil­
ity of any stockholder whose shares 
have not been fully paid for debts 
of the corporation theretofore con-
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tracted, nor affect any reduction of 
the taxes that may be required to be 
paid by the charters of corporations 
incorporated by special acts.
North Carolina. Provided capital 
stock is not encroached on.
Texas. In the absence of statutory 
prohibition, a solvent corporation 
with the assent of its stockholders 
may in good faith purchase its own 
stock for the purpose of settling dif­
ferences in its management and pre­
serving its business integrity.
Virginia. “While, in the absence of 
charter or statutory prohibition, it 
is well settled that a corporation may 
purchase its own stock, it can only 
do so provided the act is in good 
faith and without intent to injure 
its creditors. This is the rule in 
Virginia.
“The authorities are unanimous to 
the effect that even though a corpo­
ration be solvent when it contracts to 
purchase its own stock, it may not 
later, upon insolvency, pay for it, 
until after the existing creditors have 
been paid, and in no event can such 
purchase be upheld in bankruptcy 
when it is in fraud of the rights of 
other creditors.”
Wisconsin. Provided the same is 
done in good faith without intent to 
injure creditors and provided they 
are not in fact injured thereby; pro­
vided further that its assets are in 
substantial excess of its liabilities, 
and for such purpose its capital 
stock is not to be considered as a 
liability. Another decision provides 
that it may purchase its own stock 
if it does not operate to deplete the 
fund available to creditors to such an 
extent as to prejudice their rights.
No important court decisions quoted: 
District of Columbia 
Hawaii 
Iowa 
Maine 
Mississippi 
New Hampshire 
Oregon
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South Carolina
Washington
Wyoming
(c) Court decision stipulates that a cor­
poration has no power to purchase 
its own stock.
Kansas. The text of the Kansas de­
cision is that “the statute prohibiting 
a corporation from employing its 
capital stock, which means assets or 
other property, directly or indirectly, 
for any purpose other than to accom­
plish the legitimate objects of its 
creation, may be construed as deny­
ing to a corporation the general 
power to purchase its own stock.”
S tatutes P erm it Corporation to 
A cquire I ts  Ow n  S tock
(a) Without restriction as to condition of
capital or surplus provided:
1. Shares are received in settlement 
of debt or (if from any other 
source) the acquisition is ap­
proved by of outstanding 
stock.
Connecticut
2. Shares are acquired to protect a 
debt previously contracted, but 
stock must be disposed of within 
a year.
Kentucky
3. Shares are received in settlement 
of debt, and then they are to be 
held by a trustee for the corpora­
tion.
Vermont
4. Shares are received in settlement 
of unpaid subscriptions and as­
sessments. Disposition of such 
stock rests in stockholders by 
vote in accordance with by laws.
Idaho
Montana
Utah
(b) Under specified restrictions as to con­
dition of capital and surplus, viz:
1. If capital is not impaired there­
by:
Colorado. Every such corporation 
shall have the power to purchase, 
hold . . .  or otherwise dispose of 
shares of its own capital stock, and 
shares so acquired shall not, unless
(b)
Bulletin of American Institute of Accountants
the board of directors so determine 
and take appropriate proceedings 
for the decrease of the capital stock, 
be deemed cancelled or extinguished, 
but they shall not be voted upon 
directly or indirectly; and every 
such corporation may redeem shares 
of its capital stock at such price or 
prices, not less than par, and upon 
such terms and in such manner 
otherwise as may be expressed in the 
certificate of incorporation or an 
amendment thereof creating such 
shares, and the stock so redeemed 
shall be deemed retired and extin­
guished and appropriate proceedings 
for the decrease of capital stock shall 
be taken; provided that it shall be 
unlawful for such corporations to 
use any of their funds for the pur­
chase of stock of their own company 
or corporation when such use would 
cause any impairment of the capital 
of the corporation.
Delaware. No further elaboration. 
Indiana. I f  the aggregate amount 
paid in on shares is not impaired. 
Michigan. I f  creditors not damaged. 
Missouri. Provided that no such cor­
poration shall use its funds or prop­
erty for the purchase of its own 
shares of stock when such use would 
cause an impairment of the capital 
of the corporation, or perpetrate a 
fraud on its creditors or other stock­
holders: and provided further, that 
shares of its own capital stock be­
longing to the corporation shall not 
be voted upon by the corporation. 
(Revised Statutes of 1929, section 
4940).
Nevada. Provided, that no such cor­
poration shall use its funds or prop­
erty for the purchase of its own 
shares of capital stock when such use 
would cause any impairment of the 
capital of the corporation; and pro­
vided further, that shares of its own 
capital stock belonging to the cor­
poration shall not be voted upon, di­
rectly or indirectly, nor counted as 
outstanding, for the purpose of com­
puting any stockholders’ quorum or 
vote.
New York. There is no specific 
statutory authority for the acquisi­
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tion by a corporation of shares of its 
own stock, but it has been held that 
a corporation may acquire its own 
shares provided it acts in good faith 
without prejudice to the rights of the 
creditors. (City Bank of Columbus 
v. Bruce, 17 N. Y. 507.) The power 
of a corporation to take its own 
stock by gift was assumed in Lake 
Superior Iron Co. v. Drexel, 90 
N. Y. 87.
Section 664 of the penal law, as 
amended in 1924, chapter 221, con­
tains the following:
A director of a stock corporation 
who concurs in any vote or act of 
the directors of such corporation or 
any of them, by which it is intended 
to apply any portion of the funds of 
such corporation except surplus, di­
rectly or indirectly, to the purchase 
of shares of its own stock, is guilty 
of a misdemeanor.
Pennsylvania. Subject to the limita­
tions and restrictions contained in 
this act or in its articles, every busi­
ness corporation shall have power 
. . . except that no such purchase or 
acquisition shall be made at a time 
when the net assets of the corpora­
tion are less than its stated capital, 
or which would reduce its net assets 
below its stated capital.
Cash or property dividends shall 
not be paid out of surplus due to or 
arising from any profit on treasury 
shares before resale. (Bus. corp. law 
of 1933, see. 702).
Rhode Island. No elaboration.
West Virginia. No elaboration.
2. I f  acquired out of excess of assets 
over liabilities including capital 
and paid-in surplus from alloca­
tions of proceeds of no par stock 
sales.
Arkansas. Provided that no such 
corporation shall purchase its own 
shares of capital stock except from 
the surplus of its assets over its lia­
bilities, including capital.
Florida. Provided that no such cor­
poration shall purchase its own 
shares of capital stock except from 
the surplus of its assets over its 
liabilities, including capital.
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Tennessee. Subject to such limita­
tions, if any, as may be contained in 
its certificate of incorporation or any 
amendment thereto, to purchase, 
guarantee, hold, sell and transfer 
shares of its own capital stock; pro­
vided, however, that no corporation 
shall purchase its own shares of cap­
ital stock except from the surplus 
of its assets over its liabilities, in­
cluding capital.
3. I f  acquired out of surplus arising 
from excess of assets over liabili­
ties and stated capital, on 2/3  
vote of each class of stock ex­
cept—
i. In settlement of debt.
ii. For resale to employees.
iii. Purchase from employees under 
repurchase agreements.
iv. To eliminate fractional shares.
v. To satisfy dissenting sharehold­
ers.
Ohio
4. I f  from earned surplus, without 
restriction, but if from capital 
surplus only if
i. In  settlement of debts.
ii. In settlement with dissenting 
stockholders.
iii. Acquired from employees 
(other than officers or direc­
tors) with whom an agreement 
to repurchase has been made.
iv. To eliminate fractional shares.
v. In conversion or redemption 
of shares in accordance with 
articles.
California. Purchases out of earned 
or paid in surplus when authorized, 
reduce the earned or paid-in surplus 
by an amount equal to the purchase 
price of such shares but the stated 
capital shall not be affected thereby. 
Illinois. “Provided that it shall not 
purchase . . .  its own shares when its 
net assets are less than the sum of its 
stated capital, its paid-in surplus, 
new surplus arising from unrealized 
appreciation in value or revaluation 
of its assets, and any surplus arising 
from surrender to the corporation of 
any of its shares, or when by so do­
ing its net assets would be reduced 
below such sum.”
5. Out of surplus including excess 
arising through a reduction of is­
sued capital stock, provided the 
amount of issued capital stock is 
not impaired—if by a 2/3 vote of 
each class of stock.
Maryland
6. Out of earned surplus without re­
striction.
Out of paid-in surplus if there is 
no preference stock, but if certain 
shares are entitled to preference in 
liquidation, then only such shares 
may be purchased from paid-in sur­
plus.
Minnesota
7. Through failure to pay assess­
ments or out of surplus profits 
or by unanimous consent in writ­
ing of all the stockholders.
North Dakota 
Oklahoma
South Dakota. See. 8808—All pur­
chases of its own stock made by any 
corporation vest the legal title to the 
same in the corporation; and the 
stock so purchased is held subject to 
the control of the stockholders, who 
may make such disposition of the 
same as they deem fit, in accordance 
with the by-laws of the corporation 
or the vote of a majority of all the 
remaining shares. Whenever any 
portion of the capital stock or a cor­
poration is held by the corporation 
by purchase, a majority of the re­
maining shares is a majority of the 
stock for all purposes of election or 
voting on any question at a stock­
holders’ meeting.
Sec. 8777—A corporation may, out 
of its surplus funds, by resolution of 
its stockholders or by their unani­
mous consent in writing, purchase, 
hold and transfer shares of its own 
stock in such manner and for such 
price as may be by them agreed 
upon.
8 . Out of surplus available for 
dividends.
i. For redemption.
ii. Collection of debt.
iii. Repurchase from employees.
iv. Or by 2/3 vote of stockholders. 
Louisiana
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ACTIVITIES OF LOCAL SOCIETIES
A c c o u n t a n c y  E du ca tio n
The educational committee of the Ok­
lahoma Society of Certified Public Ac­
countants, reporting a t the recent annual 
meeting of the society, recommended the 
adoption of a program  embracing the 
following points:
1. The encouragement of and coop­
eration w ith promising students in the 
schools of business adm inistration of the 
m ajor universities of the state.
2. A well-integrated and diversified 
educational program  for weekly lunch­
eons.
3. A dignified effort to educate the 
public to a fu ll appreciation of the ac­
counting profession.
4. An attem pt to persuade the m ajor 
universities of the state to adopt a course 
of study leading to the degree of Bach­
elor of Accounting Science, sim ilar in 
plan to th a t leading to the degree of 
Bachelor of Law, w ith the provision for 
the degree of M aster of Accounting 
Science upon the completion of fu rther 
academic work.
Regarding the last-named point, the 
committee says:
“ Holders of these degrees could then 
become entitled to practise as certified 
public accountants by passing a pre­
scribed state examination, in  the same 
m anner as holders of law degrees become 
entitled to practise by passing the state 
bar examination. . . .
“ By this, the committee does not in ­
tend to exclude those candidates who do 
not hold academic degrees, since the law 
profession is open to  m any whose p rep­
aration has been outside a recognized 
law school. I t  merely suggests th a t this 
plan would raise our profession to the 
same level as th a t of the other profes­
sions in the m atter of academic prelim i­
naries.”
S pe a k e r s  B u r e a u
The committee on development and 
membership of the Pennsylvania In sti­
tu te  of Certified Public Accountants has 
undertaken to devise a plan whereby a 
speakers bureau could be made an integ­
ra l p a rt of the In s titu te ’s public rela­
tions program.
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As a prelim inary step, the committee 
has issued forms on which members of 
the Institu te  are to report on their pub­
lic service activities, including addresses 
delivered and articles published. The 
forms are sim ilar to those issued period­
ically by the American Institu te  of Ac­
countants to its members.
E m p l o y m e n t  S ervice 
The Pennsylvania In stitu te  is also 
planning to establish a placement bureau 
to be of assistance to unemployed mem­
bers. Upon being notified th a t a mem­
ber is unemployed, the committee on de­
velopment of the In stitu te  and member­
ship will send to the member an infor­
m ation blank on which he can report as 
to his education, experience and other 
qualifications. The Institu te  will then 
be in  a position to submit fu ll data in 
response to requests for accountants. 
Members are requested to make use of 
the bureau in  making additions to their 
staffs.
Y earbook  
The first Yearbook  of the Ind iana As­
sociation of Certified Public Accountants 
was published recently under the direc­
tion of an  editorial committee composed 
of John  S. Lloyd, secretary of the asso­
ciation, J .  R. "Wharton, president, Jo ­
seph B. Baern copf, vice-president, and 
John  S. Lloyd, secretary of the associa­
tion. The book includes alphabetical 
and geographical lists of members, the 
Indiana accountancy law, by-laws of the 
association, past officers and present com­
mittees. Copies may be obtained from 
the secretary, 510 G uaranty building, 
Indianapolis.
S ervice to M em ber s  
Members of the New York State So­
ciety of Certified Public Accountants 
received official instructions under the 
state unemployment insurance law more 
than  a week before general distribution. 
The state society, because of its coopera­
tion w ith the state division of unemploy­
ment insurance, was able to obtain the 
instructions, have the necessary copies 
made and mail them prom ptly to all of 
its members.
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MEETINGS AND ELECTIONS
A r k a nsa s  S ociety of  Certified P ublic  
A ccountants
Date: October 30, 1935, annual meeting. 
Place: Little Rock.
Speakers: J. Cooksey Fuller, of Little Rock, 
“Federal social security legislation.”
Glenn A. Railsback, of Pine Bluff, “Mu­
nicipal accounting and finance.”
J. Y. Stewart, of Little Rock, “Monthly 
audits and budgetary control.”
G. Russell Brown, of Little Rock, “Fed­
eral estate tax.”
H. W. Hennegin, of Little Rock, “Annual 
meeting of the American Institute of 
Accountants.”
Elections: President—G. Russell Brown.
Vice-president—L. B. Croft, of Little Rock.
Secretary-treasurer—E. R. Cotham, of 
Little Rock.
Directors—J. L. Swofford, of Fort Smith, 
Warren E. Banks, of Hot Springs, Al­
fred Lile, of Little Rock, A. S. Fox, of 
Little Rock.
California  S tate S ociety of Certified 
P ublic  A ccountants 
Date: November 2-3, 1935.
Place: Fresno.
Speakers: B. W. Bours, of San Francisco.
Robert Buchanan, of San Francisco.
George W. Sims, of Fresno.
Robert Sperry, of Los Angeles.
E. J. Wilson, of Los Angeles.
I llin o is  S ociety of Certified P u blic  A c­
countants
Date: December 3, 1935.
Place: Chicago.
Speakers: George L. Tirrell, of New York, 
chief examiner of the committee on stock 
list of the New York stock exchange, 
“Year-end reports to stockholders.”
I n d ia n a  A ssociation  of Certified  P ublic
A ccountants
Date: November 9, 1935.
Place: Indianapolis.
Speakers: H. A. Finney, professor of ac­
counting at Northwestern university, 
“What good is a holding company?”
M aryland  A ssociation of Certified  P ublic  
A ccountants
Date: November 21, 1935, jointly with Balti­
more chapter of National Association of
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Cost Accountants, Baltimore Association 
of Credit Men and Baltimore controllers.
Place: Baltimore.
Speakers: Herman A. Gray, professor of 
constitutional law and chairman of New 
York state advisory council on unem­
ployment insurance, “Unemployment in­
surance.”
M a ssa ch usetts  S ociety of Certified  P u b ­
lic  A cco untants
Date: November 22, 1935, jointly with Bos­
ton chapter of National Association of 
Cost Accountants.
Place: Boston.
Speakers: Arthur B. Gunnarson, manager of 
the department of manufacture of the 
United States Chamber of Commerce, 
“What social security legislation will do 
to costs.”
M in n eso ta  S ociety of Certified  P ublic
A cco untants
Date: November 19, 1935, in honor of Min­
neapolis credit men.
Place: Minneapolis.
Speakers: Lewis Ashman, of Chicago, “Ac­
counting practices.”
Mo n ta na  S ociety of Certified  P ublic
A c countants
Date: November 24, 1935, annual meeting.
Place: Great Falls.
Elections: President—Hugh D. Galusha, of 
Helena.
Vice-president—Douglas Wilson, of Great 
Falls.
Secretary-treasurer—W. B. Finlay, of 
Great Falls.
Auditor—John J. Walsh, of Helena.
Directors—Roscoe L. Thomas, of Butte, 
and Anton Gerharz, of Billings.
N ew  J ersey  S ociety  of Certified  P ublic
A ccountants
Date: November 14, 1935.
Place: Newark.
Speakers: Harold A. Eppston, of Newark, 
“Cooperation of accountants with bench 
and bar.”
Arthur T. Vanderbilt, vice-president of 
the New Jersey state bar association, “A 
lawyer’s views on cooperation between 
accountants and lawyers.”
Walter A. Staub, of New York, “An ac-
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countant’s views on cooperation between 
accountants and lawyers.”
N e w  Y ork S tate S ociety of Certified
P ublic  A cco untants
Date: November 25-26, 1935.
Place: New York
Speakers: Mark Graves, president of the 
New York state tax commission. 
Ellsworth C. Alvord, counsel to the United 
States chamber of commerce at the 
hearings on the revenue act of 1935. 
Nathaniel B. Bergman, of New York. 
Walter A. Cooper, of New York.
Franklin C. Ellis, of New York.
Leo Mattersdorf, of New York.
Max Rolnik, of New York.
Okla h o m a  S ociety of Certified  P ublic
A ccountants
Date: November 11-12, 1935, annual meet­
ing.
Place: Tulsa.
Speakers: Walter J. Carrico, “The federal 
revenue act of 1935.”
George F. Winters, “Accountancy require­
ments of the securities and exchange 
commission.”
John L. Carey, secretary of the American 
Institute of Accountants, “The Ameri­
can Institute of Accountants and the 
Dallas convention in 1936.”
Howard W. Hinman, “Selected examples 
of the relation of mathematics to ac­
counting.”
R. D. Thomas, “Cooperation between the 
certified public accountant and the Okla­
homa tax commission.”
Durand W. Springer, secretary of the 
American Society of Certified Public 
Accountants, “The American Society and 
its relation to the state societies.”
Hal Crouch, “Business ethics.”
Elections: President—William L. Clark, of 
Tulsa.
Vice-president—O. R. Davis, of Oklahoma 
City.
Vice-president—W. J. Philp, of Tulsa.
Secretary—E. E. Parsons, of Tulsa.
Assistant secretary—Albert W. Cory, of 
Oklahoma City.
Treasurer—L. E. Wood, of Oklahoma 
City.
Auditors—M. B. Stewart, of Oklahoma 
City.
C. H. Allen, of Olkahoma City.
Trustees—George F. Winters, of Tulsa.
K. C. Hammonds, of Oklahoma City.
L. E. Wood, of Oklahoma City.
L. O. Barnes, of Norman.
W. L. Clark, of Tulsa.
O. R. Davis, of Oklahoma City.
E. E. Parsons, of Tulsa.
Roy F. Godfrey, of Tulsa.
W. J. Philp, of Tulsa.
Toni F. Carey, of Oklahoma City.
U ta h  A ssociation  of Certified  P ublic
A ccountants
Date: November 26, 1935.
Place: Salt Lake City.
Speakers: Lincoln G. Kelly, of Salt Lake 
City, “Audit reports under the securities 
and exchange commission.”
ANNOUNCEMENTS
R. T. Lingley & Co. announce that the firm 
will continue practice under the present 
name. (The death of Mr. Lingley is an­
nounced elsewhere in this Bulletin.)
Charles S. Rockey & Co., of Philadelphia, 
announce that Willard R. Ginder has been 
admitted to membership in the firm.
Orville S. Carpenter, of Austin, has been 
appointed executive director of the Texas 
old-age-assistance commission.
Louis S. Goldberg, of Sioux City, ad­
dressed members of the Interstate Associa­
tion of Credit Men, at a meeting at Sioux 
City on November 21st, on “The social secu­
rity act.”
William H. Borland, of Birmingham, ad­
dressed a meeting of executives and sales­
men, held November 27th, on “The federal 
social-security act and the Alabama unem- 
ployment-compensation law.”
Willard J. Graham, of Chicago, made an 
address under the sponsorship of the school 
of business of the University of Chicago on 
“Utility regulations under the ‘new deal’,” 
at the Chicago Art Institute, November 29th.
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Benjamin Harrow, of New York, is the 
author of an article entitled "Some aspects 
of the taxation of federal and state instru­
mentalities,” which appears in the December 
issue of St. John’s Law Review.
Anson Herrick, of San Francisco, spoke 
on "The social security act” at a meeting of 
the Association of Bank Auditors and Con­
trollers at San Francisco on November 13th.
G. Charles Hurdman, of White Plains, ad­
dressed members of the Municipal Finance 
Officers’ Association at their thirtieth annual 
conference, held recently at Knoxville, on 
"The relationships of the municipal finance 
officer to his profession.”
George E. Hutchison, of Chicago, spoke 
on "The social security act,” at a meeting of 
the Polar Club held at Chicago, November 
13th.
George J . Lehman, of Cleveland, addressed 
members of the Carroll Commerce Club at 
Cleveland, November 27th, on “Require­
ments, duties and opportunities in the field 
of public accounting.”
Lloyd Morey, of Urbana, has recently been 
appointed chief consultant to the financial 
advisory service of the American Council on 
Education.
George S. Olive, of Indianapolis, spoke on 
November 22nd at a meeting of the Indiana 
Manufacturers Association, held at Indian­
apolis, on "Accounting requirements under 
the federal social security law.”
Mr. Olive spoke recently at a regional 
meeting of the Indiana Bankers’ Association 
held at Marion on "Cooperation between 
bankers and accountants”, and at a meeting 
of the Muncie Rotary Club on “The federal 
social security act”.
Carl Oppenheimer, of Los Angeles, has 
recently been made executive secretary of the 
Wilshire-Fairfax Improvement League, Los 
Angeles.
L. E. Pierce, of Salt Lake City, has been 
appointed to the civic-improvement and pub- 
lice-welfare committee and the manufac­
turers committee of the Salt Lake City 
chamber of commerce.
Charles M. Smith, assistant secretary of 
the Institute, addressed members of the Ac­
counting Society of the College of the City 
of New York, at a meeting on December 
5th, on the subject of “Professional account­
ing organizations.”
Louis H. Tanner, of Morgantown, W. Va., 
addressed members of the Rotary club of 
Morgantown at a meeting, November 21st, 
on “The social-security act as it affects busi­
ness and industry.”
Clarence L. Turner, of Philadelphia, spoke 
at meeting of the Reading Rotary club, on 
November 12th, and the York Kiwanis club, 
on December 5th, on “Pennsylvania taxes.”
Oscar V. Wallin, of Philadelphia, spoke 
at recent regional meetings of the Middle 
Atlantic Lumber Dealers Association held at 
Philadelphia and Allentown, Pa., and at 
Salisbury, Md., on “federal and Pennsyl­
vania state taxes”.
D. McE. Watson, of Denver, was recently 
appointed a charter member of the Denver 
chamber of commerce and a member of the 
chamber’s committee on community chest.
C. Oliver Wellington, of New York, has 
been elected president of the Association of 
Consulting Management Engineers.
William R. Winn, of Williamsport, Pa., 
spoke on “The development of accountancy” 
at a meeting of the Business Society of the 
department of business administration, Sus­
quehanna University, on November 11th. Mr. 
Winn was recently made auditor and trustee 
of the Community Industrial Development 
Organization of Williamsport.
Lewis Wintemute, of Cleveland, spoke on 
November 12th at a meeting of the Cleve­
land Association of Building Owners and 
Managers on "Income tax, capital-stock tax 
and excess-profits tax as affected by the rev­
enue act of 1935.”
Ernest S. Wooley, of New York, spoke on 
December 3rd at a meeting of the anthracite 
chapter of the American Institute of Bank­
ing, held at Pottsville, Pa.
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